


WHAT DANGER FROM THE D-MARK? 
FINANCING THE US CONSUMER 


BY ANDREW F. BRIMMER 


CUSTOMS UNION FOR WEST INDIES? © 


BY EDWARD NEVIN 


ULSTER’S DEVELOPMENT PROBLEM 


BY S. R. DENNISON 


LITERARY BANKERS—NEW AND OLD 
AS I SEE IT: SIR OSCAR HOBSON 











HASTINGS and THANET | OTTOMAN 
BANK = car 


PAID-UP CAPITAL- nonalll 


Branches throughout 1 
TURKEY, CYPRUS, IRAQ, @ 
JORDAN, SUDAN | 
end oat 
Doha (Qatar) 
Also in 
KENYA 
TANGANYIKA 
UGANDA 
SOUTHERN RHODESIA 

















PROVIDES COMPLETE q 
WORLDWIDE BANKING SERVI : 





The 


BAN 




















147 Brenches throughout Japon inciuding 


Oseke, Nagoyo, Yokoheme end Tokyo. 
MEMBER OF THE BUILDING 


SOCIETIES ASSOCIATION Head Office > 
Established 1850 

Write or call for free booklet 

99 BAKER ST., LONDON, W.! 

Branches and Agencies throughout the Country 








42 Broadway, New York 4, N.Y, USA. © 








PRCIIOA Oe Ue 








AUGUST 1960 VOL. CX NO. 414 


The Banker 


EDITOR: WILFRED KING 
ASSISTANT EDITOR: Francis Cassell 


Contents 


PAGE 
xxvil_ Frontispiece: MR SELWYN LLOYD 


497 A Financial Notebook 

503 Over the Crest 

507 What Danger from the Deutschemark ? 

514 Financing the American Consumer: ANDREW F. BRIMMER 


521 As I See It: SIR OSCAR HOBSON 
526 An Artist’s Sketchbook— 
Barclays Bank, Chelmsford 
Customs Union in the West Indies ?: EDWARD NEVIN 
Literary Bankers—New and Old: JOHN CASEY 
How Much Development in Ulster ?: s. R. DENNISON 
American Review 
International Review 
Appointments and Retirements 
Banking Statistics 


wi wm Ns 
NNWM i -— WH N 
OW OM hk CO 


wm un UI WN 
— 


PUBLISHED BY THE BANKER LIMITED 
BRACKEN HOUSE, 10 CANNON STREET, LONDON, E.C.4 


Telephone: City 8000 Telegrams: Bankroy, Cent, London Cables: Bankroy, London 


Annual subscription, including postage to any part of the world: {£2 2s. od. 
| The Editor will consider articles offered for publication, but cannot accept responsibility 
‘in the event of loss of typescripts or delay in returning thern, ‘T'he copyright of articles 
_accepted for publication shall belong to THE BANKER LTD. 


XXV 








WORK 
WELL 
they 


UONDESHE 
EAT WELL . 


aS ae site $e Gee eRe te att 3 3 
Se : 
-. § 
3 
3 











. regularly at 
lunchtime with 


i" . Wl) “ Many thousands of employers 


throughout the United Kingdom 
have arranged that their staff 
benefit from the nation-wide 
welfare service of Luncheon 
Vouchers Limited. 

May we send vou a booklet 
showing how our scheme 

would operate to advantage 


“yy, i Aw in your organisation. 


ZLunmcheom Wouchers XK.irmited 
22 Golden Square, London, W.1. Tel: REGent 5711 & 0693 





< 


7m \s 





wl! | "Uy 


XXVI1 








The Banker 


VOL. CX AUGUST 1960 NO. 414 











MR SELWYN LLOYD 
The new Chancellor of the Exchequer 





=P OeeR > me A we. 
de eo 
* 
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A Financial Notebook 


Hot Money Helps Sterling 


THE recovery in sterling initiated 
by the increase in Bank rate at the 
end of June continued last month. 
The spot rate on New York, which 
rallied at the end of June and 
reached $2.80 on July 1, fluctuated 
around $2.80% throughout most of 
last month before regaining—mo- 
mentarily— $2.81 in the third week. 
Security sterling has strengthened 
steadily from $2.772 just before the 
change in Bank rate and $2.78? 
immediately afterwards, to $2.79+ 
in the third week of the month— 
reflecting, perhaps, continental pur- 
chases of ICI and Courtaulds shares, 
associated with their introduction on 
the Paris bourse. The spot rate on 
Frankfurt, which had _ touched 
DM 11.67 in mid-June, hovered 
between DM 11.71 and DM 11.712. 
The rise in money rates in London, 
following the Bank rate change, led 
to a further widening in the pre- 
miums on the forward dollar and 
mark. ‘The premium on the three- 
months’ dollar, which had been 
3 cent on the eve of the Bank rate 
increase, reached 12 cents in the 
middle of last month—helped by 
the concurrent fall in US Treasury 
bill rates. Even so, the margin for 
arbitrage in favour of London, after 
covering in the forward market, was 
over 1 per cent throughout most of 
the month. 

Almost certainly an inflow of 
American funds contributed to the 
seasonally respectable increase of 


$34 millions in the gold reserve in 
June—the further fall in exports 
caused the trade gap to widen from 
£60 to £99 millions, though season- 
ally corrected it narrowed from 
£80 millions to £71 millions. Dur- 
ing June the United States Treas- 
ury lost $30 millions of gold—and 
the outflow accelerated to $88 mil- 
lions in the first three weeks of July 
—though most of these funds prob- 
ably went to Frankfurt. After making 
payments of $5.6 millions service 
on Mutual Security loans from the 
United States, $5.6 millions to EPU 
creditors and the usual monthly 
repayment of $14 millions to the 
IMF, the true increase in Britain’s 
reserves in June was $59 millions, 
compared with $42 millions in May 
—making a total of $241 millions 
for the first six months of the year, 
compared with $465 millions in the 
same period of last year. 


Markets Keep Calm 


Despite the seasonal decline in 
buying, stock markets stood up re- 
markably well last month to the 
almost ceaseless flow of disturbing 
news. ‘There were some conspicuous 
weak spots—notably in Congo and 
some other African issues and in 
motor shares—but on the whole the 
reaction of markets was surprisingly 
modest. The Financial Times equity 
index showed a net decline of only 
0.4 points over the first three weeks 
of the month—from 315.2 to 314.8. 
This steadiness was the more 
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impressive in view of the weakness of 
Wall Street: in the first three weeks 
of last month the Dow Jones aver- 
age dropped by 39 points to 601.7 
—within 3 points of the year’s low 
established last March. 

The gilt-edged market was un- 
settled in'the middle of the month 
by the news of the further widening 
in the (unadjusted) trade gap and, 
as our opening article records, by 
the tactics of the authorities in 
bringing out a new 53 per cent 
short Treasury bond. 


Credit Expansion Resumed 


The mid-July make-up statements 
for individual banks, which were 
coming to hand as this issue went 
to press, suggested that there had 
been a marked upturn in advances 
since mid-June. The eleven banks 
showed a rise in gross advances 
{partly seasonal) of no less than £99 
millions, compared with only £3 
millions in the preceding month. 
To accommodate this increase in 
lending—and meet the further 4 per 
cent call for special deposits—several 
of the banks had to make substantial 
sales of gilt-edged. 

The full make-up statement for 
mid-June, the salient features of 
which were commented on briefly 
in our last issue, showed that the 
clearing banks completed the first 
call for special deposits, which be- 
came due on that date, without 
difficulty. As the accompanying 
table shows, after depositing the 
requisite £69.8 millions at the Bank 
of England, the average liquidity 
ratio of the eleven banks was 31.5 
per cent, quite comfortably above 
the minimum of 30 per cent. At the 
same date last year the ratio was 32.2. 

The liquidity position of individual 
banks at June 30 was distorted by 
the seasonal inflation of deposits 
(which was why this make-up date 
was discarded in favour of mid- 


June) and by some confusion about 
whether the banks were expected to 
meet the conventional requirements 
on that date—in the end it was 
decided that they were: every bank 
managed to show a ratio of 30 per 
cent, though Barclays only just 
scraped home. 

Net deposits, which had been 
declining since February, appear to 
have turned sharply upwards in the 
six weeks after the mid-May make- 
up: in the four weeks to mid-June, 


June 15, Change On 
1960 Month Year 
{mn {mn £mn 
Deposits .. 7167.1 +68.4 +379.3 
ONT a4? 6794.4* +48.4 + 323.3 
Net” Dep 1 6690.14 445.1 +305.4 
Liquid mot 
Assets 2253.2 (31.5) + 9.1 + 614 
Cash . 601.7 (8.4) +40.7 + 51.6 
Call money 548.5 (7.7) -14.1 + 60.6 
Treas bills.. 957.9(13.4) -—22.7 —-— 59.6 
Other bills.. 145.1 (2.0) + 5.2 + 8.8 
Special Dep 69.8 (1.0) +64.0 + 69.8 
6é Risk >> 
Assets 4614.7 (64.4) -26.9 +212.4 
Investments 1376.2 (19.2) -—28.8 -—439.8 
Advances§.. 3238.5 (45.2) + 2.0 +652.2 
State Bds 63.7 -11.8 - 1.2 
3174.8 +13.8 +653.4 
All other > 3969.9 +11.9 +639.0 


* Excluding items in course of collection. 

+ Excluding all transit items as well. 

t Ratio of assets to gross deposits. 

§ Official total minus Lloyds transit item. 
|| Excluding transit items. 

as the table shows, they rose by 
some {48 millions and the individual 
balance sheets at June 30 indicated 
a further rise of £169 millions. The 
seasonally-adjusted index compiled 
by Lloyds Bank, which is still related 
to the old make-up date of June 30, 
increased by 1.5 points between 
mid-May and end-June to 122.0, 
thus passing the previous peak of 
121.8 established in February. 


First Quarter Surplus 


Rather surprisingly, the provisional 
balance of payments estimate pub- 
lished at the end of June showed a 
surplus in visible trade of £3 mil- 
lions in the first quarter (when the 
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monthly trade “‘gap’’, with imports 
valued c.i.f., had averaged £56 mil- 
lions) compared with a deficit of 
{17 millions in the same months of 
1959 (when the trade “ gap” had 
averaged £39 millions). Moreover, 
net invisible earnings were sharply 
higher, an increase of £19 millions 
in the deficit on Government account 
being outweighed by higher receipts 
from “ other invisibles ” (£114 mil- 
lions compared with {88 millions in 
the first quarter of 1959). As a 
result the identified current balance 
showed a surplus of £46 millions, 
compared with a deficit of £18 mil- 
lions in the final quarter of 1959 
and a surplus of £19 millions in 
the first. 

A large part of the improvement 
in the current balance in the three 
months is attributable to seasonal 
influences; but comparison with the 
trade returns suggests that the 
balance in the first quarter may have 
been flattered (partly perhaps at the 
expense of the second quarter) by 
changes in the terms of commercial 
payment, prompted no doubt by the 
increase in money rates in London. 


Bromides from the Bank— 


The first post-Radcliffe report 
from the Bank of England is a con- 
siderable improvement on its pre- 
decessors—but it still leaves much 
to be desired. Its interest as an 
oficial commentary on monetary 
affairs is greatly diminished by the 
rigid line drawn at the end of the 
Bank’s year on February 29 (or, 
more accurately, at the make-up 
date the following month). The 
introduction of special deposits thus 
falls outside its purview. Even on 
the major events that fell within its 
year—notably, the increase in Bank 
rate in January and the dramatic 
reduction in the Government 
broker’s support prices on Febru- 
ary 24—the report has little new 


light to shed. Bank rate, it affirms, 
was raised “largely for domestic 
reasons’, while the Government 
broker’s action was decided upon 
because: 
To support current prices against so 
large a weight of [bank] selling would 
have meant resisting the trend of the 
market to an extent which could not 
be justified by the general desirability 
of maintaining orderly market con- 
ditions. Nor could it be justified by 
broader considerations of policy; for 
in the light of developments in the 
economy as a whole, and bearing in 
mind the longer-run need to attract 
purchases of stock by ‘ non-bank ”’ 
investors, a somewhat higher level of 
gilt-edged yields would now be appro- 
priate... . 
Which still leaves open the question 
how far the Bank was following the 
Radcliffe prescription. This same 
reticence pervades the section of the 
report dealing with external develop- 
ments, the most noteworthy para- 
graph of which discusses the growth 
of the market in dollar deposits in 
London. It is to be hoped the 
quarterly bulletin that the Bank 
plans to introduce “ about the end 
of 1960” will be a little more forth- 
coming and a little less stufhly 
written. Here the Bank could pro- 
fitably use a little of the showman- 
ship and enterprise so successfully 
displayed in the thirty-minute film 
designed to portray its many acti- 
vities to a wider audience. 


—And Illumination 


On one key sector of operations— 
Exchequer finance—the report does 
shed a revealing light. Its quarterly 
statistics of Exchequer financing 
differ from those published by the 
Treasury in that they are related to 
make-up days, instead of calendar 
quarters, and can thus be correlated 
directly with the clearing banks’ 
make-up statement. Moreover, the 
report provides quarterly figures of 
the aggregate bill and bond holdings 
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of the discount houses at the same 
dates—though regrettably no figures 
for the. other institutions of the 
banking sector, most notably the 
Scottish banks. The changes re- 
vealed in the market’s portfolios, 
supplemented by figures of changes 
in overseas official holdings, enable 
the Bank to present an analysis of 
net movements in the Government 
debt held by the public. The salient 
features in this analysis are shown in 
the table below, and the figure for 
the net change in holdings of stock 
is compared with that compiled. by 
the Treasury. The most striking 
fact revealed by this analysis, per- 
haps, is that the general public (still 
including, however, the non-clear- 
ing banks and miscellaneous over- 
seas holders) only became an appre- 
ciable net seller of gilt-edged after 
December. In the latest quarter, to 
March 16, when bank selling was 
at its peak “‘the public” sold £119 
millions, while the discount houses 
bought {£36 millions and overseas 
official holders sold £33 millions. 
In time this analysis could be 


developed to present an illuminating 
picture of the flow of funds through 
the economy. It is to be hoped 
that the Bank will supply figures 
for the first quarter of 1959 (which 
would allow the present series to be 
linked-back to that given—with less 
breakdown—in the Radcliffe evi- 
dence) and will ensure that figures 
for the second quarter of this year 
do not have to wait upon the publi- 
cation of its new bulletin. 

Another welcome statistical inno- 
vation in the report is a table show- 
ing the frequency with which the dis- 
count market had recourse to ad- 
vances at the Bank. 


Another Eastern Merger 


A further step in the process of 
‘rationalizing ’”’ Britain’s banking 
interests in the East was announced 
at the beginning of last month. 
Negotiations are now taking place 
for the incorporation of the eastern 
branches of Lloyds Bank, which are 
located in India, Pakistan and Burma, 
into National and Grindlays Bank. 
If the negotiations are successful— 





CHANGES IN PUBLIC HOLDINGS OF GOVERNMENT DEBT 
(£ millions) 























Dec 17, Mar 19, 
Mar 19 June 18— Septi7— 1959- 1959- 
June 17, Sept 16, Dec16, Mari6, Mar 16, 
1959 1959 1959 1960 1960 
Non-marketable debt 
Small savings and tax reserve certi- 
ficates +132 +117 +126 - 78 +297 
Marketable debt: agerumedty bills 
Discount market R a —- 10 + 55 +130 — 80 + 95 
London clearing banks , +141 +139 + 61 — 277 + 64 
Overseas official holders... - 7 — 44 + 92 + 71 +112 
Other home, and overseas non- -official — 20 + 39 + 19 +161 +199 
Total + 104 +189 + 302 — 125 + 470 
Marketable debt: Stocks 
Discount market + 10 - 2 — 32 + 36 + 12 
London clearing banks —118 — 31 — 70 —229 + —448 
Overseas official holders + 36 + 4 — 21 — 33 — 14 
Other home, and overseas non- -official + 43 - 4 —- 1 —119 — $1 
Total — 29 — 33 — 124 — 345 — 531 
Treasury figures* —- 17 — 88 — 138 — 269 — 512 


* a quarters and financial year. 
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and the scheme must first be ap- 
proved by National and Grindlays 
shareholders—Lloyds would receive 
in exchange shares in National and 
Grindlays and also subscribe fcr 
further capital. It is hoped that all 
the formalities will be completed in 
time for the merger to take effect at 
the end of the year. Deposits at 
Lloyds eastern branches are believed 
to total around £50 millions. 


New Bank Salaries 


Figures so far available of last 
month’s salary increases in the banks 
(at the time of writing the National 
Provincial details have not been dis- 
closed) concern men and women on 
the scales, and represent a rise of 
something like 5 per cent overall. 
The scales now show about £850 
at 30 for men and about £600 at 
that age for women. Barclays have 
taken a substantial step towards the 
grading that has previously been 
Lloyds’ speciality in announcing 
maximum salaries in excess of the 
scale for merit: their outstanding 
men can now get f1,000 at 29, 
against a scale £805. In all the 
banks concerned, over-scale staff, 
appointed and unappointed, are to 
have individual reassessment; some 
banks have said that this will 


take account of merit differentials. 

By coincidence the banks’ in- 
creases came only a week or so 
before the publication of the new 
clerical salaries analysis, which the 
Institute of Office Management 
sponsors every second year. ‘This 
year the sample of 87,011 clerks, 
from 1,112 offices, not including the 
nationalized industries or the big 
corporations, showed increases of 
between 7 and 12 per cent over 
1958. Particular attention was paid 
to women’s salaries, and the analysis 
shows clearly that machine operators 
are overtaking shorthand-typists in 
the premium their skill can command 
over the general female clerk. 

No simple comparisons can be 
made between bank salaries and the 
figures revealed by the analysis. 
Banking lags behind the professions 
in status and behind such employ- 
ments as advertising in glamour, 
but it is ahead of general office 
employment in both. Moreover, 
the career element in banking affects 
the salary structure. Even so, some 
parallels can still be sought. The 
new bank scales, the same for boys 
and girls for the first few years, 
start at £285 at sixteen. The median 
rates for the United Kingdom as a 
whole shown in the clerical analysis 
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are 8ls for junior, “ office boy” 
type girls, and 92s for boys. In the 
City of London the comparable 
figures are 131s and 124s; the banks, 
of course, pay a London allowance 
of at least £65. Thus the banks 
have a considerable advantage at the 
outset, which is not entirely lost at 
later ages, but this is apparently not 
enough to compensate for Saturday 
morning work. 


No Cheers from NUBE 


All has not been sweetness and 
light in the banks since the increases 
were announced. ‘The National 
Union of Bank Employees has called 
them “‘ chicken feed ’’, and one staff 
association, Barclays, has refused to 
accept or to be associated with the 
new salaries. ‘Two main criticisms 
have been levelled—first, that the 
increases are not enough (NUBE’s 
much publicized claim was for 15 
per cent); secondly, that so far from 
widening differentials the senior in- 
creases, unpublished and therefore 
not directly affecting recruitment, 
are likely to diminish them. On the 
first point, the positive test is whether 
staff will now be easier to get—and 
to keep. On the second, judgment 
must obviously be suspended until 
the pattern of new salaries is clearer. 
But in view of the fact that bank 
managements must be at least as 
anxious as the Union and the staff 
associations about recruitment, one 
may wonder why a more radical 
change, and better publicized, was 
not forthcoming. Was it intimated to 
the banks that in a summer of wage 
claims any more violent turn of the 
screw would be unwelcome ? 


Bank Dividend Surprises 


Three surprises enlivened the 
season of interim dividend declara- 
tions by the big banks. Barclays, 
Westminster and Martins all paid 
more than had been forecast at the 


beginning of the year. Barclays, 
which had foreshadowed the main- 
tenance for 1960 of the 10 per cent 
paid for 1959, has now paid 6 per 
cent for the half-year. Westminster, 
which had foreshadowed on _ the 
‘““B” shares Is Od a share (5 per 
cent), has paid Is 1d (5°/12 per 
cent), which, allowing for its original 
forecast of the final payment, im- 
plies that the full year’s payment 
will be not less than 11} per cent, 
compared with the equivalent of 
10% per cent. Martins, which had 
promised to pay interim and final 
at the rate of 64 per cent each, 
is actually paying an interim of 
7 per cent. Lloyds and the National 
also increased their interim rates, 
but in both cases the intention may 
have been merely to bring the 
interim and final payments into, or 
more nearly into, line. 


There can be no doubt that in 
this past half-year the current earn- 
ings of the banks have expanded 
further, thanks to the growth of both 
advances and deposits and the higher 
level of money rates. The fall in 
the gilt-edged market must have left 
its mark on investment valuations, 
but only one of the banks has had 
to disclose an excess of book values 
over market value. This is the Mid- 
land, which, unlike some of the 
other banks that changed their 
valuation practice eight years ago, 
no longer writes down its portfolio 
even out of current profits; at end- 
June its British Government securi- 
ties stood in the books at £298.6 
millions, whereas market worth at 
net middle prices was {288.4 mil- 
lions. In the mid-year statements 
of several of the other banks the 
basis of investment valuation was 
not disclosed; it can be assumed 
that in each of these instances the 
book value was below market value 
—but it would have been better to 
say so explicitly, 
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Over the Crest 


INCE the midsummer turn of the credit screw, opinions about the 
probable course of Britain’s economy have diverged even more widely 
than usual, but some at least of the uncertainties to which the 
tightening gave rise have since been narrowed down. For several 
weeks after the June increase in Bank rate and the simultaneous second 
call on the banks for special deposits, quite a number of City observers 
thought it a fifty-fifty chance that the Bank rate would have to be raised 
again this autumn, to 7 per cent. There remained, on the other hand, a 
body of opinion which, so far from questioning the adequacy of the mid- 
summer measures, had from the outset regarded them as unnecessary. 
They had been taken, it was held, just as it was becoming clear that the 
boom in consumer goods was petering out, and just as international influences 
were beginning to threaten a more general easing of demand before long. 
Now, as this article goes to press, it may still be possible to find people 
who predict a 7 per cent Bank rate, but the odds against that contingency 
have greatly lengthened. The dispersal of fears that sterling might be 
running into an autumn crisis does not mean, however, that all danger is 
past, that the problem of containing domestic demand has been certainly 
disposed of already. Still less does it mean that the fears of the other school, 
that the disinflationary action may aggravate a decline that is already in 
train, are likely to be justified unless that action is quickly reversed. 
Admittedly, the evidence lately becoming available has suggested that 
the softening in some directions had gone rather further by midsummer 
than was clear at the time. During May, the first month of the new terms- 
control, aggregate sales made on hire purchase were 3 per cent below the 
corresponding 1959 total, whereas in January-April they had been 18 per 
cent above it. Within this total, sales by the “‘ hardware’ group of shops, 
including cookers, washing machines, refrigerators, I'V sets, radio, elec- 
trical, etc, dropped from slightly above the 1959 level to 29 per cent 
below it. Hire-purchase sales of new cars were still running well above 
the 1959 level, but the rate of increase slackened markedly, and the total 
was significantly below that for March and April; while sales of used cars 
were down on both comparisons. Aggregate hire-purchase debt in May, 
although not then fully reflecting the decline in aggregate sales, rose by 
£15 millions, to £964 millions, or at only half the rate of March and 
April. Vehicle sales on hire purchase, as measured by the number of 
contracts, dropped further in June, though not so sharply as in May. 
These figures show that the terms-control has had a salutary effect in 
some trades, but it is necessary to beware of exaggerating the significance 
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of this for the national economy as a whole. All that had happened up 
to the end of May in consumer durables considered as a group is that a 
strong upward trend in demand had been arrested; terms-control had 
achieved what the authorities had for long expected to happen automatic- 
ally, through the exhaustion of consumers’ ability to incur additional obli- 
gations. ‘That expectation was frustrated by the rise in incomes, which 
soon overtook the rise in hire-purchase commitments; this suggests that 
there is now a risk that, unless the disinflation becomes more general, the 
same influence may soon dilute the effects of the toughening of hire- 
purchase terms. Leading hire-purchase finance houses have recently 
reported that business, after its initial setback, is picking up again. 

Even aside from this possibility, it has to be remembered that the slice 
of demand affected by hire-purchase control is a comparatively small part 
of consumers’ expenditure as a whole. The entire range of consumer 
durables, including vehicles of all kinds, absorbs only about 8 per cent of 
total expenditure, and even when net hire-purchase debt is rising at the 
exceptional rate experienced in these past two years, it finances the equiva- 
lent of only about one-quarter of this sector of expenditure. This partly 
explains why the check to hire-purchase sales is barely discernible in the 
statistics of retail trade as a whole. The seasonally-corrected index of retail 
‘sales is put at 111 for June, the same figure as for May, though one point 
below the peak reached in April. Plainly, consumers whose hire-purchase 
demand has been reduced have to some extent switched to other goods; and 
there are signs that some have been paying cash for the same goods. 

Though the pressure of consumption expenditures on the economy may 
have lost its momentum, the latest indicators leave little room for doubt 
that the aggregate volume of demand is still expanding. At the latest 
count, on July 11, unemployment had dropped to 291,900, its lowest since 
the autumn of 1957, or only 1.3 per cent of the labour force compared with 
1.8 per cent in July last year. The drop of 18,660 in the number wholly 
unemployed, unlike the bigger decline in the preceding four weeks, was 
more than seasonal. So, too, was the increase in unfilled vacancies (though 
less markedly so than in the two previous months), carrying the total to 
379,500. Statistics of overtime working, unfortunately, do not yet reach 
beyond end-May: the total on overtime in manufacturing industry then 
was 1,773,000, the highest since 1955, while the 31,000 on short-time, 
though slightly higher than in April, was still unusually low. It may be, 
of course, that this tightening of the labour market is not a fair measure 
of the state of current demand. A major factor in the expansion of the 
economy after about the middle of 1959 was the pace of stock-building, 
which in the first quarter of this year is now shown to have mounted to 
its fastest for three years. The total addition to manufacturers’ and distri- 
butors’ stocks in that quarter is estimated at £190 millions, compared with 
only £30 millions in the first quarter of 1959; allowing for seasonal influences, 
this is reckoned to be much the same rate as the £53 millions addition in 
the final quarter of 1959. This is generally regarded as too hot a pace 
to last, but if the expected substantial slackening has not yet set in, it may 
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be that involuntary or enforced stock-building is taking the place of 
deliberate accumulation. Even in the first quarter of this year, more than 
half the increase in manufacturers’ stocks comprised finished goods. 

One much-puuucized development during the past month suggests that 
this tendency may have gone a good deal further in some firms. In the 
motor-car trade much excitement was caused by the decision of Vauxhall 
to grant its dealers special discounts to assist them to clear stocks, leading 
to the offerings of all Vauxhall models at 10 per cent or more below list 
price (including purchase tax), and putting still heavier pressure on the 
market for used cars. Many people have naturally asked whether this 
unprecedented action is a harbinger of a major softening in the auto- 
mobile industry as a whole. The circumstances of Vauxhall are not, 
admittedly, representative; its cars have not been in such strong demand 
in the home market as to build up the long waiting lists that other manu- 
facturers have constantly experienced; and in the important North American 
market it has been much more vulnerable to competition from the new 
‘compact’ models than have the other big exporters from Britain, with 
their popular small cars. But, after full allowance for such special influences, 
this experience seems to portend a more general weakening as the winter 
approaches. The waiting lists that have protected manufacturers at that 
season are now melting away. In June the average weekly output of 
passenger vehicles was 15 per cent below the May peak; there is clearly a 
possibility of further cutbacks in the months ahead. 

It 1s surely premature, however, at this moment when the economy is at 
its most fully employed for three years, to assume that this check to the 
boom in consumer durables and motor cars must mean that a general and 
undue easing of the economy is imminent. ‘The Government for its part 
is refusing to work on any such assumption. Mr Heathcoat Amory, in his 
last major speech in Parliament as Chancellor, reaffirmed his conviction 
that over the next decade inflation, not deflation, is likely to remain the 
main enemy, and that when, as now, there may be a choice of risks—the 
risk on the one hand of a dangerous overspill of demand and the risk on 
the other hand that disinflationary action might adversely affect production 
for some time—the only safe course was to take that action. The signs 
of strain had indeed developed “slightly further’ than he had expected 
at budget-time, and total demand, he thought, was still “‘ very definitely ”’ 
on the increase. This was the Government’s defence of its decision to 
add to the midsummer credit measures arrangements to hold the aggregate 
of public-sector capital expenditures in 1961-62 at the amount of £1,730 
millions now expected to be reached in the current year (compared with 
£1,620 millions in 1959-60). The need for this attempted stabilization 
had been challenged, reasonably enough, on the ground that it could have 
effect, if at all, only after a long time-lag. Now it is disclosed that these 
capital expenditures are already levelling off, so that no drastic cutting back 
is envisaged. ‘The Government also hopes that its credit measures will only 
marginally affect the recovery of investment in the private sector. 

In the meantime, though policy is intended to be flexible—“ it is infinitely 
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more important to have stable employment and stable prices than to have 
a stable Bank rate ’’—the monetary authorities are not acting as if they 
expected the present basis of rates to be short-lived. The shock of 6 per 
cent had barely been absorbed when the Treasury came out with a new 
‘short ’—£300 millions of 53 per cent Treasury bonds redeemable mid- 
November, 1962, offered for cash at 99 on July 15. This high coupon 
was bound to make strong appeal to the discount houses, yet the stock 
was offered at a redemption yield of nearly 3s per cent above that returned 
by the 44 per cent 1962 stock (which is shorter than the new stock by nine 
months). The upshot, readily predictable as it was, is that the market has 
absorbed a very large amount of the new stock, notably against sales to the 
‘‘ departments ”’ of the 44 per cents to the extent of perhaps £100 millions. 
But in the resulting pressure on bond prices discount houses are having to 
carry still wider depreciation on their holdings of 44 per cent Conversion 
1964, now yielding almost 6} per cent. As the lists for the new loan 
closed, the Treasury made its first adjustment since end-January in rates 
for its PWLB loans to local a.tiorities, raising them by up to ? per cent, 
and creating an inverted pattern from 6} down to 6 per cent for the over- 
thirty-years. 

The new level of interest rates has not, of course, yet had time to show 
its effects on the volume of “ real’’ demand, but the banks report that 
‘the height of their charges combined with the knowledge that some degree 
of ‘‘ squeeze ”’ i; now reimposed is having the effect of curtailing the flow 
of applications for credit. But drawings on facilities previously granted 
remain a strong expansive force, and several banks had to make further 
sales of gilt-edged in order to complete the first half of the new special- 
deposit call by the July make-up. It is hoped, however, that the period 
of substantial selling is now coming to an end. 

If the signs that the pressure on the economy is passing its crest were 
soon to be confirmed, that might mean that the short-run danger of an over- 
load of demand had been averted without causing an actual decline in 
output, which would be a notable achievement. Unfortunately, one cannot 
feel very confident that this slight touch of the brake will ensure the necessary 
strengthening of the external balance—during, say, the course of 1961— 
unless the braking action is sustained, possibly for longer than politicians 
may think justified. Much will depend on whether the expected decelera- 
tion of stock-building gives substantial relief to the import bill, which should 
also be directly helped to some extent by the easing of pressure on con- 
sumer durables. It is easy to see why Mr Macmillan should have chosen 
this phase of renewed restraint in which to launch a new crusade for exports. 
Exhortation, to the extent that it also gives potential exporters valuable 
information about available facilities of which they were formerly unaware, 
may pay some dividends of a once-for-all kind. But, whether or not 
exporting is ‘‘fun’”’, it will not take place unless it is profitable; and this 
must mean that in most conditions Britain will not export sufficiently if 
there is too great a disparity between the rewards for given effort and 
trouble offered in the home and export markets. 
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What Danger from the 


Deutschemark ? 


— for Germany and the World 


NDERSTANDABLY, the massive inflow of funds to Germany, 
an inflow accelerated by rumours of a revaluation of the deutsche- 
mark, has awakened memories of the unhappy summer of 1957. 
True, the circumstances of to-day differ in two important respects 
from those of three years ago: the current surplus in Germany’s balance of 
payments, though rising again, is smaller than it was in 1957 and there 
are no really suspect currencies—such as the franc and sterling were in 
1957— adding a precautionary motive to the speculative one for getting into 
marks. None the less, the fact that the Bundesbank’s holdings of gold and 
convertible currencies rose by close on $1,000 millions, or by about 17 per 
cent, between mid-March and mid-July, must give cause for disquiet, 
even though a substantial part of that increase merely reflects the transfer 
of overseas assets from unofficial to official hands. The hopes that had 
been encouraged last year that Germany was succeeding in covering its 
current surplus by an export of capital have been dashed. In the opening 
months of this year, as the table overleaf shows, a rise in the current 
surplus coincided with an extremely sharp fall in the net outflow of capital, 
a fall attributable largely to the return to a restrictive monetary policy. 
The deutschemark problem has reappeared—and with it the rumours of 
revaluation. For the moment (which in practice might mean until after 
the general election due in the autumn of next year) the authorities’ cate- 
gorical denials and the steps they have taken to discourage an inflow of 
foreign funds should put paid to any hopes of a revision of the exchange 
rate. Advisedly, the authorities have acted promptly in ending any uncer- 
tainty about their intentions. But in shutting the door on revaluation 
this year they have faced themselves with some unpleasant choices at 
home, choices that in the long run are likely to raise the question again. 
For, in marked contrast to 1957, the domestic arguments for revaluing 
seem hardly less pressing than the external. The pressure on domestic 
resources is certainly much greater than at any time since the immediate 
post-war years. Moreover, the inflow of new orders suggests that it has 
not reached its peak. ‘The main sources of this pressure are the increases 
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in building activity, Government spending (notably on defence), invest- 
ment in new plant and machinery, and exports. Unfortunately, this 
upsurge in demand has coincided with a sharp falling-off in the number 
of new entrants to the Jabour force brought about partly by the much 
slower influx of refugees in recent months and partly by the reduced birth 
rate of the war and early post-war years. The highly elastic supply of 
labour that in the past ten years enabled Germany’s production to expand 
at a phenomenal rate without inflationary stress has thus been cut off at the 
very time when the demands on the economy are increasing rapidly. This 
conjuncture has been reflected vividly in the labour market, where the 
number of unfilled vacancies at the latest available count (May) was almost 
four times as high as the number of registered unemployed—a ratio not 
approached at the height of over-employment in Britain in 1955. 

In the long run this acute shortage of labour may be relieved by immi- 
gration from other countries of the common market (German firms are 
already seeking to recruit Italian workers to fill the vacancies on their 
books), but at the moment it is imposing strong pressure on wages—and 
hindering output by encouraging absenteeism. Last year total money 
wages rose by 7 per cent and real gross national product by about 54 per 
cent. ‘This year wages seem likely to rise by fully 8 per cent, while the 
rise in production may not exceed 4 per cent. So far, however, most 
companies have been able to absorb the increases in their labour costs out 
of profits, which remain very comfortable. The rise of about 3} per cent 
recorded in the cost of living between the first quarters of 1959 and 1960 
was attributable almost entirely to the rise in food prices (which are very 
heavily weighted in the index) caused by last summer’s drought. The 
prices of manufactured goods—which are most relevant to Germany’s 
export prospects—have, if anything, shown a slight tendency to fall over 
the past year. ‘The fact, moreover, that the growing pressure on resources 
has not had a greater effect on Germany’s external surplus—until last April 
exports continued to rise at a faster pace than imports—clearly suggests 
that the mark may be undervalued. Undoubtedly, the chronic surplus in 
Germany's balance of payments is now causing the authorities some concern 
—not only because it is one of the principal sources of pressure on the 
economy, but, more immediately, because the financing of it constantly 
threatens to frustrate their efforts to tighten liquidity. In short, Germany 
may now be reaching a point at which it will have to choose between holding 
down the external value of its currency and holding up the internal value. 

This would certainly be an unenviable choice. The German public’s 
fear of inflation has dimmed little with the years; indeed, one of the major 
practical arguments against revaluation itself is that in a country with 
Germany’s monetary history it is rash to tamper with the exchange rate— 
unless that tampering can be made part of a grand international re-align- 
ment of parities. It may be that a temporary downturn in world trade 
—initiated, perhaps, by an American recession—will enable the authorities 
to evade this choice for some time. But on present indications it will 
have to be faced eventually, since the two most promising ways by which, 
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in principle, the present internal and external values of the currency might 





blocked. 
Unquestionably, the most desirable way to escape from the dilemma 


would be by liberalizing imports further, notably by reducing or removing 
tariffs. But this route is effectively blocked by strong political support for 
agricultural protection and by the commitments that Germany has incurred 
under the Treaty of Rome. Indeed, as the common market emerges 
Germany’s tariffs on imports from outside the Six will have to be pro- 
gressively raised. Moreover, although last year Germany’s imports from 
the other common market countries rose faster than its exports to those 
countries, it is difficult to believe that in the long run the elimination of 


GERMANY’S BALANCE OF PAYMENTS 
(DM millions)* 


Jan-Sept Jan-Sept | Oct-Dec Oct-Dec | Jan-May Jan-May 
1958 1959 1958 1959 1959 1960T 
Balance of trade 3,526 3,698 1,428 1,663 1,993 2,119 
Net services .. 2,088 1,200 838 616 820 1,335 
Net donations . -1,316  -—2,045 — 333 — 591 —973 -1,169 
Current surplus 4,298 2,853 1,933 1,688 1,840 2,285 
Net long-term ne 
cial. . .. -1,026 -2,192 — 323 — 242 — 1,004 — 275 
Private . .. - 159 -1,221 — 367 — 104 — 769 — 745 
Net short-term capital : 
Official. . “e ap 69 -1,206 154 36 — 1,236 — 882 
Private. . .. -1,094 -2,196 357 992 — 1,726 1,163 
Total net ae trans- 
actions .. 2,210 -—6,815 -— 179 682 — 4,735 — 739 
Errors and omissions} .+ 128 - 69 — 782 — 440 - 243 + 587 
Net a in official 
reserves. , . +2,216 -4,031 +972 +41,930 —3,138 +2,133 








Source: Monthly Report of Bundesbank, June, 1960. 


* Minus signs denote net outflows. + Provisional. 


} Reflects change in terms of payment: plus denotes acceleration of payment. 


trade barriers among the Six will not stimulate Germany’s exports more 
than its imports—if only because at the moment Germany is a relatively 
low tariff country. The course of trade policy in the years ahead seems 
more likely to swell Germany’s export surplus than to reduce it. 

The second possible escape route—promoting an outflow of capital in 
forms that do not simultaneously strengthen the current balance—is still 
potentially the more promising. This policy was, of course, operated with 
considerable success in the first nine months of last year. In that period, 
as the accompanying table shows, the net outflow of capital was more than 
three times as high as in the corresponding period of 1958 and covered the 
(reduced) surplus on current account more than twice over. As a result, 
instead of hoarding gold and dollars, Germany was actively putting them 
back into international circulation. Three main factors contributed to this 
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happy outcome. First, the slackening in the pace of domestic demand in 
the closing menths of 1958 and the opening months of 1959 enabled the 
authorities to bring down interest rates further and to allow a substantial 
increase in the liquidity of the banks. In January, 1959, the discount rate 
was lowered by a further } per cent to 2? percent. The yield on first-class 
bonds fell steadily until by April it had reached 5.2 per cent, some 3 per 
cent lower than two years previously—a fall that enabled the World Bank 
to raise DM 200 millions with a 5 per cent stock issue at par. Secondly, 
the convertibility bestowed on European currencies at the end of 1958 
greatly increased the mobility of short-term funds and the interdependence 
of capital markets. German commercial banks were quick to seize the 
opportunities for employing part of their ample liquidity more profitably in 
foreign centres; between December, 1958, and October, 1959, they increased 
their holdings of short-term foreign assets from DM 1,919 millions to no 
less than DM 4,201 millions. The German investor—encouraged also, 
perhaps, by the creation of the common market—began to take a far greater 
interest in foreign securities: in the first nine months of last year German 
residents made net purchases of foreign securities totalling DM 1,287 
millions, compared with a bare DM 85 millions in the same months of 
1958. ‘Thirdly, the surplus in the federal budget enabled the Government 
to make substantial advance repayments of foreign debt. 

Unhappily, these favourable conditions have not obtained this year. 
The mounting pressure of demand has caused the authorities to reverse 
their cheap money policy: since last September the Bundesbank’s discount 
rate has been increased—by three stages—from 2? to 5 per cent and the 
bond rate has risen from 5.4 per cent to a nominal 634 per cent. ‘The banks, 
faced with a tightening squeeze on their liquidity, have had to recall much 
of the money they had sent abroad: their holdings of short-term foreign 
assets fell by some DM 1,232 millions between January and May, thus 
reversing more than half the increase recorded in the previous year. The 
German investor, though still far more internationally-minded than two 
years ago, has turned his attention to domestic stocks, impressed, perhaps, 
by the strong interest shown by overseas investors. Significantly, in the 
first half of this year Frankfurt showed the biggest rise of any of the main 
stock markets of the world—a rise of some 37 per cent, following a rise of 
72 per cent in 1959. At the same time the surplus in the federal budget 
has not been sufhcient to permit any large-scale prepayment of foreign 
debt. Largely as a result of these changes the total net outflow of capital 
in the first five months of this year was reduced to DM 739 millions, com- 
pared with DM 4,735 millions in the same months of 1959. 

The effect of this sharp decline in capital exports on Germany’s external 
reserves has been significantly increased, as the table on page 509 shows, 
by a marked change in the terms of payment, a change that recalls unmis- 
takably the summer of 1957. The combination of dear money rates and 
revaluation rumours has caused Germany’s foreign customers to pay more 
promptly and German importers to arrange longer credit terms. The 
restrictive monetary policy pursued by the authorities—and reflected in 
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rates of around 7 per cent for acceptance credits and 73-9} per cent for 
bank advances—has led German importers to finance much of their trade 
in foreign centres and German industrialists, unable to raise funds locally, 
to seek them abroad. Thus since March, Germany, the nation with the 
largest payments surplus in the world, has been a net importer of capital. 

This transformation is no less embarrassing to the authorities internally 
than it is externally. The inflow of funds generated by the surplus in 
current payments, the heavy buying of German shares by non-residents 
and the borrowings of German traders and industrialists abroad runs 
directly counter to the official policy of reducing the liquidity of the 
economy—and thus necessitates further restraining measures, the effective- 
ness of which is again reduced by the added incentive given to raise finance 
abroad. ‘Thus since last autumn, the minimum reserves required to be 
held—interest-free—at the Bundesbank against bank deposits have been 
raised on no less than five occasions. On the latest occasion, at the begin- 
ning of June, the rise in required reserves was applied only to increases in 
the banks’ deposits over their average levels for the months March to May, 
but it was applied at the maximum rates permitted by law—30 per cent 
against sight deposits, 20 against time and 10 against savings. (These 
maximum ratios had applied since January 1 to increases in non-resident 
deposits.) So far, however, this pressure on bank liquidity has not been 
reflected in any slackening in the expansion of credit. Moreover, the rise 
in interest rates that the authorities have engineered has been prevented 
from exerting its full effect on building by the rigidity of the mortgage 
rate and by the decision of the federal government to subsidize social 
housing by offering an artificially low interest rate in place of capital grants. 
Thus this vital sector, whose rising activity has been one of the main causes 
of the mounting pressure on the economy, has in fact been largely insulated 
from the effects of the restrictive monetary measures. This is not to say 
that in present conditions monetary policy cannot succeed in restraining 
Germany’s boom; but it does mean that to be successful the policy may 
have to be very drastic—and its repercussions on world financial markets 
may be widely felt. 


Softening the Overseas Impact 


Appropriately, the German authorities have endeavoured to soften, as 
far as possible, the external impact of their policy. On the one hand the 
Bundesbank has arranged to lend to World Bank the equivalent of $240 
millions (the biggest loan ever raised by the Bank outside the United 
States) for a twelve-year period at a rate of 44 per cent—far below the 
current market rate—and to refinance at 4 per cent two maturing short- 
term issues totalling $55 millions. On the other hand, it has taken extensive 
steps to deter an inflow of foreign funds. From January 1 last the banks 
were required to hold the maximum permitted reserve against non-resident 
deposits received after November 30. At the beginning of June the pay- 
ment of interest on virtually all non-resident bank accounts and the sale of 
Treasury bills, bonds and other money market paper to non-residents 
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were prohibited. These measures—backed by the strong denials of any 
intention to revalue—should staunch the inflow of foreign funds to German 
banks (between January and May, the latest month for which figures are 
available, the inflow totalled some DM 900 millions). But the authorities 
have found it more difficult to discourage borrowings by German com- 
panies abroad and the flow of foreign money to the stock exchange. 
Undoubtedly, these borrowings, which have been arranged mainly in 
Switzerland and Holland, have been one of the major sources of the inflow 
of funds. Where such borrowing has been arranged with the guarantee 
of a German bank the authorities have been able to apply some sanction 
—notably, by calling upon the bank to put up the maximum permitted 
reserve against any such borrowings by its customers. But where the 
borrowing has been arranged on the credit of the company itself no such 
sanction is possible. And every increase in interest rates at home gives 
an additional incentive to borrow abroad—and to find ways of circum- 
venting the controls designed to deter foreign funds. Similarly, the flow 
of foreign money to the stock exchange is largely beyond the control of the 
authorities—though the warnings they delivered last month to the banks 
against financing share transactions appear to have taken the steam out of 
the market boom and may thus make foreign investors more wary. 


No Help from the Budget 


The very fact that Germany has been forced, largely on domestic grounds, 
to take such stringent measures to deter foreign funds raises the question 
whether the present pressures on the economy are being combated with 
the appropriate weapons. In particular, the rising expenditure of the 
public sector, which has contributed more than anything else to the recent 
upsurge in demand, would seem to call for fiscal action. But, to all 
appearances at Jeast, any possibility of tax increases is ruled out by the 
approach of the general election. And the same political considerations 
seem to rule out any reduction in the building of subsidized houses— 
especially since the recent bill to decontrol rents was accepted only on the 
assurance that there would be no cuts in the programme for social housing. 
The fiscal weapon, therefore, seems likely to remain in its sheath; the task 
of curbing the boom has been left entirely to the Bundesbank. The 
warnings of the dangers of rising public expenditure given by Hr Blessing 
at the beginning of the year have passed unheeded. The Bank has been 
left to impose what restraint it can on such spending through the para- 
lyzing effects of its policies on the bond market. But for political factors, 
such restraint could be imposed more directly and with fewer undesirable 
side-effects by fiscal means. 

In the long run this undue reliance on monetary policy must exacerbate 
the difficulties of reconciling the present internal and external values of 
the mark. This is not merely because the high interest rates to which 
the authorities are driven must reduce the outflow of private capital, 
nor even because they may do lasting damage to the development of 
Germany’s capital market. These are highly regrettable consequences— 
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not least to the authorities themselves—but it is doubtful whether in these 
days of increasing political risk the flow of private capital alone could ever 
offset the major part of Germany’s export surplus for any considerable 
period, whatever the condition of the capital market. If the deutschemark 
problem is to be solved by an export of capital, the bulk of the funds will 
probably have to be provided by the authorities—and, partly because the 
federal budget must never be in deficit, provided by an increase in taxation 
(even though the prime object of the exercise is to cause a draft on the 
reserves and must not—if it is to be effective—increase the demands on the 
economy itself). ‘Thus the use of fiscal measures to counter the present 
inflationary strains would not only have moderated the rise in interest 
rates and the dislocation of the capital market, and thus permitted a larger 
outflow of private capital, but it would also have provided the authorities 
with the formal means of financing a larger outflow on government account. 
This consideration seems to lie behind the recent suggestions made in 
Frankfurt, and echoed in more muted tones in Bonn, that a higher appro- 
priation for aid to under-developed countries should be made in the budget. 

Until recently it was possible to argue that the basic maladjustment that 
produced the deutschemark problem lay in the level of interest rates rather 
than in the exchange rate, and that policy should be directed over the years 
towards cheaper money. In the first half of last year that argument 
appeared to be vindicated. But it now seems that the prospective pressure 
of demand on the German economy in the years ahead may make it im- 
possible to bring down interest rates sufficiently for Germany to be a really 
cheap lender in the way that Britain and America were in the heyday of 
their surpluses. If, as seems likely, the German economy in future is 
going to operate far closer to the limits of capacity than it did in the 1950s, 
it is highly desirable that fiscal policy be accorded a bigger role in balancing 
overall supply and demand and monetary policy a rather smaller role. In 
this way Germany might be able to achieve an outflow of capital com- 
mensurate with its current surplus, though this is far from certain. But 
in the long run this would still leave open the question whether capital 
exports, government or private, can provide a lasting solution to the problem 
of the deutschemark. If the mark is undervalued in relation to the cur- 
rencies of other leading exporters, as the evidence suggests it may be, a 
large part of the outflow of capital is likely to be reflected, sooner or later, 
in a further rise in the current surplus. 

In short, the attempt to hold both the internal and the external values 
of the mark and at the same time to pursue the policies expected of a good 
creditor seems doomed to failure. At some stage, unless it is to retreat 
into a stringent and highly damaging regime of exchange control, Ger- 
many will have to choose between revaluing and letting domestic prices 
edge upwards. Fortunately, the adjustment needed in either case is 
probably not very great, and the main force of speculative pressure may 
already have made itself felt. But it is becoming clear that the present 
disparity between the internal and external values of the deutschemark 
may be hardly less a danger to Germany itself than to the world at large. 
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Financing the American 
Consumer 


GROWING ROLE OF THE BANKS 


By ANDREW F. BRIMMER 


NDOUBTEDLY, one of the main sustaining forces in the 
American economy to-day is the willingness of consumers to 
get deeper and deeper into debt. Last year the increase in 
consumer credit—by $6.5 billions to $52.0 billions—equalled 

the record expansion of 1955; if the 116-day strike in the steel industry 
had not reduced automobile sales in the autumn it would almost certainly 
have exceeded by a substantial margin the increase recorded in 1955 in 
absolute terms, if not in percentage. The expansion has continued this 
year: in the first five months the total, seasonally adjusted, rose by $2,360 
millions. A comparison of the patterns of expansion in the two periods 
of rapid growth, however, reveals some striking differences between both 
the uses to which consumer credit has been put and the sources from which 
it has been borrowed. Such a comparison not only demonstrates the 
dominant réle of instalment credit (hire-purchase credit) and the rapidly 
growing part played by the banks, it also throws some light on the outlook 
for consumer credit in the months ahead. 

The $52.0 billions total of consumer credit outstanding at the end of 
December, 1959, was some $9.5 billions higher than at the end of March, 
1958 (when the decline in the volume induced by the recession ceased); 
this represented a gain of 22 per cent. In the comparable period of 
1954-55, as the table overleaf shows, total consumer credit outstanding 
increased by $9.6 billions, or by almost one-third. Instalment credit, the 
most volatile component of the total, rose by $6.5 billions in the later 
period, compared with $6.8 billions in 1954-55. 

The extension of new instalment credit during the recent boom has 
paralleled the rise in the volume of credit outstanding. In December, 
1959, the new extensions (after adjustment for seasonal variation) totalled 








Mr Brimmer, who is Assistant Professor of Economics, Michigan State University, 
wishes to acknowledge the assistance provided in the preparation of this article by the 
Bureau of Business and Economic Research of the University. 
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$4.0 billions, $853 millions more than in March, 1958. Although this 
growth was only slightly less than during the same months of 1954-55, the 
percentage increase was much smaller because the latest advance began 
from a higher level. Extensions, of course, are only one side of the story; 
repayments of past loans are equally important in determining the total 
volume of debt outstanding. The comparison of these two series during 
1959 gave rise to the renewed concern over the rate of growth of consumer 
credit in general. In the third quarter of 1959, for example, new extensions 
exceeded repayments by $1.5 billions, which at a seasonally-adjusted annual 
rate represented an increase of fully $5.9 billions. Thus, the annual rate 
of growth in those three months exceeded by almost $560 millions the 
actual net change in instalment credit in the year 1955. In the last quarter 
of 1959, the excess of new extensions over repayments (both seasonally 
adjusted) was reduced to $1.2 billions; moreover, the trend was downward 
throughout the quarter—the net gain was only $270 millions in December, 
compared with $512 millions in October. This reduced rate of growth, 
however, was attributable mainly to sluggish automobile sales towards the 
end of the year. In the first five months of this year new extensions rose 
far more rapidly than repayments, surpassing the high rate recorded in the 
third quarter of 1959: the increase in instalment credit outstanding repre- 
sented an annual rate of growth of some $4.8 billions. 


From the Garage to the Home 


Within instalment credit, loans outstanding against automobiles make up 
the largest single type. In 1954-55 such loans rose by $4.1 billions (43 per 
cent) and accounted for three-fifths of the increase in total instalment 
credit—though they represented little more than one-third of the total 
amount of consumer loans outstanding in March, 1954. By contrast, the 
growth of automobile paper in 1958-59 was much less pronounced, reflecting 
mainly the smaller number of new cars produced (an average of 4.7 millions 
per year in 1958-59, compared with an average of 6.7 millions in 1954-55): 
the aggregate amount at end-December, 1959, was $1.7 billions above the 
level at end-March, 1958, a rise of only 11 per cent, which accounted for 
little more than a quarter of the increase in total instalment credit. The 
growth of instalment credit other than automobile paper during 1958-59 
also exhibited quite a different pattern from that of 1954-55. Personal 
loans expanded somewhat more slowly than in the earlier period, but loans 
outstanding against the sale of consumer goods (other than automobiles) 
rose by one-quarter between March, 1958, and December, 1959, compared 
with one-fifth in the previous boom. ‘The largest relative increase, however, 
was in loans to repair and modernize houses. 

Non-instalment credit (consisting of single-payment personal loans, charge 
accounts at retail stores and utility and other service credit) rose more in 
absolute terms—but by a smaller percentage—than in 1954-55. 

The expansion of consumer credit in 1958-59 was supported far more 
extensively by the commercial banks than was that of 1954-55. Banks 
provided about two-fifths of the net increase in instalment credit between 
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March, 1958, and December, 1959, compared with just over one-quarter 
in the same months of 1954-55. The proportion of the increase provided 
by sales finance companies (the banks’ closest competitors) declined from 
two-fifths in 1954-55 to about one-eighth in 1958-59. The banks played 
a somewhat smaller réle in the growth of non-instalment credit in the 
most recent expansion—which is partially explained by the change in the 
composition of their personal loans. In contrast to the earlier period, 
moreover, consumer credit outstanding at commercial banks grew rather 
faster than the banks’ total loans, raising the ratio of such loans to the total 
from about 13.0 per cent to 13.3 per cent. ‘Thus, consumers not only 
competed effectively with business borrowers during this period of genera] 


TABLE I 
GROWTH OF CONSUMER CREDIT IN THE UNITED STATES, 
1954-55 AND 1958-59 
March, 1954-December, 1955 March, 1958-December, 1959 


% Increase % % Increase % 
In- by Holder Distri- In- by Holder Distri- 
crease or 'I'ype bution of crease or Type bution of 
($mns) of Credit Increase ($ mns) of Credit Increase 
Total instalment credit .. 6,798 30.7 100.0 6,49 19.7 100.0 
Commercial banks .. 1,887 se 27.8 2,612 21.2 40.2 
Sales finance companies .. 2,779 49.1 40.9 861 9.3 13.3 
Credit unions a i 531 46.3 7.8 771 33.3 11.9 
Consumer finance cos_.. 545 25.8 8.0 478 14.5 43 
Other financial institns .. 288 36.7 4.2 495 38.7 7.6 
Retail outlets - “7 768 20.5 11.3 1,282 29.4 19.7 
Automobile paper. . .. 4,069 43.3 100.0 1,701 11.4 100.0 
Commercial banks . ae 35.4 34.1 1,098 17.7 64.6 
Sales finance companies.. 2,442 54.6 60.0 248 noe 14.6 
Other financial institns .. 243 46.9 6.0 271 24.8 15.9 
Automobile dealers Fs -—27 -0.4 -0.1 84 16.7 4.9 
Other consumer goods 
paper .. ie . oe 20.6 100.0 2,051 25.0 100.0 
Commercial banks i 87 4.5 6.7 317 14.2 15.4 
Sales finance companies . . 263 34.1 20.2 391 26.2 19.0 
Other financial institns .. 183 51.7 14.1 145 23.9 7.1 
Department stores Ke 455 43.1 34.9 955 71.1 46.6 
Furniture stores .. i” 123 13.4 9.4 122 11.7 6.0 
Household appliance stores 8 ye 0.6 -—-64 -17.8 —3.1 
Other retail outlets mm 184 20.1 14.1 185 16.7 9.0 
Repair and modernization 
loans... hd nae 118 7.5 100.0 789 41.2 100.0 
Commercial banks zs 59 4.6 50.0 474 32.3 60.1 
Sales finance companies . . -18 -41.9 -15.3 16 84.2 2.0 
Other financial institns .. 77 30.9 65.3 299 69.7 37.9 
Personal loans... i 2 26.9 100.0 1,958 24.5 100.0 
Commercial banks iia 355 22.7 27.1 723 30.2 36.9 
Sales finance companies . . 92 24.7 7.1 206 29.7 10.5 
Other financial institns .. 861 29.5 65.8 1,029 21.0 52.6 
Total non-instalment credit 2,772 38.8 100.0 2,985 31.2 100.0 
Single-payment loans... 876 41.2 31.6 634 17.9 21.2 
Charge accounts .. 0: BS 54.6 61.2 1,823 51.7 61.1 
Service credit s ee 203 10.6 tan 528 21.0 17.7 
Total consumer credit .. 9,570 32.7 100.0 9,484 22.3 100.0 


Source: Board of Governors of the Federal Reserve System. 
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credit tightness but were able to achieve a modest edge—helped, no doubt, 
by the forced liquidation of business inventories during the steel strike. 

In the financing of automobile sales, the réles of commercial banks and 
sales finance companies were almost exactly reversed in the two expansions. 
Commercial banks accounted for one-third of the rise in automobile loans 
in 1954-55 but for almost two-thirds of the rise in 1958-59; the share of 
sales finance companies fell from three-fifths in 1954-55 to barely one-seventh 
in 1958-59. Part of the advance in the commercial banks’ share of auto- 
mobile financing can be explained by the smaller volume of new car sales 
in the later period: when sales are high, sales finance companies (many of 
which specialize in automobile financing) make a substantial proportion 
of the new loans, while commercial banks (because of their diverse lending 
activities) tend to make a smaller proportion. In addition, however, com- 
mercial banks seem to be making sizable inroads in the wholesale financing 
of new car inventories for automobile dealers, and this tends to increase 
the banks’ share of retail automobile paper as well. While dealers as a 
group typically resell most of their automobile paper to sales finance com- 
panies, many of them find it necessary, as credit conditions tighten, to 
channel much more of their high-grade loans to banks if they are to have 
their credit lines for wholesale financing increased—and in some cases 
even to avoid having them reduced. Partly reflecting these developments, 
the composition of commercial banks’ automobile loans showed the same 
pattern during the last two credit expansions: direct loans to individuals 
buying automobiles declined steadily as a proportion of their total auto- 
mobile loans, while the proportion of such paper purchased from dealers 
rose from just over one-half of the total in 1955 to approximately two-thirds 
at the end of 1959. 


Competition from Retailers 


In the market for other consumer goods paper, commercial banks 
absorbed about twice as much of the increase in 1958-59 as they did in 
1954-55. Even so, their share of the total outstanding declined slightly 
because retail outlets (especially department stores) financed a somewhat 
larger proportion of their own sales of furniture and other household 
appliances. Normally, much of the debt created through such sales is 
sold to financial institutions, but during periods of general credit stringency 
retailers tend to hold more of their own paper. 

The part played by commercial banks in extending personal loans (con- 
sisting primarily of unsecured loans advanced against signatures) has been 
expanding steadily, and the trend continued during 1958-59. Banks 
accounted for almost two-fifths of the increase in this type of instalment 
credit over the period compared with about one-quarter in 1954-55. More- 
over, the banks made nearly 90 per cent of the single-payment personal 
loans and thus maintained their relative share of this part of the credit 
market. As explained more fully below, the vigorous competition of the 
commercial banks for personal loans (reflected in the development of 
several new types of instalment loan plans) is one of the major factors 
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underlying the overall rise of consumer credit during the last two years. 
Commercial banks have traditionally made most of the loans to repair 
and modernize private homes, but in recent years they have faced increased 
competition from other lenders—among whom credit unions are of growing 
importance. Although the banks provided about three-fifths of the increase 
in these loans during 1958-59 (compared with one-half in the earlier period 
of rapid credit growth), their share of the total amount outstanding con- 


tinued to decline. 


New Inducements to Lenders—and Borrowers 


Several factors account for the growing importance of commercial banks 
as a source of consumer credit. Most of these are of a long-term character, 
but some innovations in consumer lending by the banks have certainly 
played some part. Fundamentally, there has been a basic shift in the 
attitudes of most banks to consumer lending. Before the second world 
war, banks were generally reluctant to make unsecured, “ signature ”, 
loans directly to consumers or to purchase from dealers instalment paper 
secured only by the individual’s expected income. Many banks are still 
reluctant to enter this market, but their number is diminishing rapidly. 
The increased level and stability of consumer incomes have dispelled many 
of the banks’ previous inhibitions: indeed, where the laws permit it, the 
banks have eagerly followed consumers to the suburbs and devoted a large 
share of their resources to financing the durable goods deemed so essential 
to suburban living. In any case, a strong incentive to overcome these 
inhibitions is provided by the fact that the rate of profit on consumer loans 
is usually higher than that on the banks’ total loan portfolio—even after 
allowing for the greater risk that some bankers believe is involved in such 
lending. Moreover, once a bank has established a consumer credit depart- 
ment, a large volume of business is necessary for profitable operations 
because of the high unit costs of making small loans. 

The increased role played by the commercial banks in the consumer 
credit market has probably been stimulated also by the introduction of 
new lending practices, particularly the so-called “‘ charge account banking ” 
and ‘ check-credit systems”. Briefly, charge account banking operates 
thus: An approved borrower obtains a charge card from a sponsoring 
bank that participating merchants honour when purchases are made on 
credit. A record of the sale is submitted to the bank, and the merchant’s 
account with the bank immediately credited with the amount of the sale 
(less a service fee of 5-7 per cent to cover handling). Once a month the 
bank bills the purchaser for the amount of his outstanding balance. If 
this is paid in full within a specified time (usually two or three weeks), the 
bank charges no interest for the credit extended. However, if the bill is 
unpaid by the specified date, the bank automatically places the account on 
an instalment basis (with a term of three to six months) and imposes a 
carrying charge varying from 1 to 14 per cent monthly. ‘Thus, charge 
account banking is essentially a derivative of the credit card systems em- 
ployed for several years by oil companies and airlines. It differs from 
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these, however, in providing for instalment financing. Similarly, the 
‘‘ check-credit ”’ system (introduced in 1955) is basically an extension of a 
line of credit such as that used by many businesses. A consumer wishing 
to borrow applies for a line of credit at his bank, which (if satisfied of his 
credit-worthiness) sets a maximum limit to his indebtedness (of perhaps 
12, 20 or 24 times the agreed monthly payment). The bank then issues 
to the borrower a specially marked book of cheques that can be used at 
the borrower’s discretion. When a cheque returns to the bank for collec- 
tion, the bank establishes a loan for the amount and makes a service charge 
(typically calculated at 1 per cent per month on the balance and 25 cents 
for each cheque drawn). A consumer instalment loan is thus created with 
monthly payments as previously agreed. 

It is impossible to say how large a contribution these new lending tech- 
niques have made to the growth of consumer credit. The rapid spread of 
the systems,* clearly suggests that they have provided a substantial stimulus. 
Of course, in part the new plans have simply replaced some loans that would 
have been made on a more conventional basis. Nevertheless, because 
conventional instalment lending techniques have also been spreading into 
new realms (such as the financing of vacation travel, college education, etc), 
the new systems, on balance, have probably given a significant boost to the 
pace of credit growth in general, and to the réle of commercial banks in the 
consumer credit market—though this boost has almost certainly been far less 
than that given in the 1954-55 expansion by the reductions made in down- 
payment requirements and the increase allowed in repayment periods. 

On present prospects it seems likely that total consumer credit out- 
standing in the United States at the end of 1960 will reach $55 billions. 
This would represent a gain of some $3 billions in 1960—following a rise 
of $6.5 billions in 1959. This projection is based on a forecast of con- 
siderable expansion in spending on durable goods, still the mainspring of 
the demand for consumer credit. Consumers may spend approximately 
$45 billions on durables this year, a new record and about $2 billions more 
than in 1959. In the first quarter of this year such spending reached a 
seasonally-adjusted annual rate of $43.7 billions. If the projected level of 
spending in 1960 is realized, it will certainly stimulate a substantial growth 
of instalment credit. The prospects for its realization seem quite good 
since total personal income after taxes (which is the chief determinant of 
spending on durable goods) may register a year-to-year increase of as much 
as $20 billions at an annual rate. In 1959, consumers’ after-tax incomes 
totalled $334.6 billions; in the first quarter of this year they reached an 
annual rate (seasonally adjusted) of $345.4 billions and it seems reasonable 
to expect that the increase in economic activity should lift this figure to at 
least $350 billions by the final quarter. Since 1945, consumers have spent 
between 11 and 13 per cent of their disposable income on durable goods. 

Applying these ratios to projected income in 1960 yields estimates of 





* It is estimated that by the end of 1959 about 150 banks had charge account plans, 
while somewhat more than 100 offered the “ check-credit”’ system. See Business Con- 
ditions, Federal Reserve Bank of Chicago, January, 1960, pp 5-6. 
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expenditure on consumer durables of between $39 billions and $45 billions. 

The higher figure seems the more reasonable. Consumer income in 
1960 will begin from the high threshold already achieved in 1959. Under 
similar conditions in the past, a relatively large share of the increment in 
income has been spent on durable goods. If this pattern is repeated the 
demand for durables should increase further this year and with it the 
demand for new consumer credit, especially instalment loans. It is esti- 
mated that the monthly extension of new loans (seasonally adjusted) may 
exceed the rate in December, 1959, by $200 millions, reaching a monthly 
average of $4.2 billions in 1960. Repayments of past loans, of course, will 
also increase rapidly, but the net increase in indebtedness may be sufficient 
to add more than $3 billions to the volume of consumer credit outstanding. 
The growth in the first five months of this year, which is summarized in 
the accompanying table, may suggest an even bigger increase. ‘There was, 


TABLE II 


CONSUMER CREDIT OUTSTANDING— 
DECEMBER 31, 1959, AND MAY 31, 1960 


(Millions of dollars) 











Out- Out- Monthly Changes (Seasonally 
standing standing Adjusted) 
Dec 31, May 31, 
1959 1960 Jan Fek Mar Apr May 
Instalment credit: 
Total - ais .. 39,482 40,740 393 408 408 533 323 
Automobile paper ae .. 16,590 17,481 149 222 210 255 132 
Other consumer goods paper... 10,243 10,080 119 48 76 =6156 65 
Repair and modernization loans 2,704 2,786 24 32 28 31 36 
Personal loans .. 9,945 10,393 101 106 94 91 90 
Non-instalment credit: 
Total ‘a re 12,564 12,091 70 94 24 159 -52 
Single-payment loans .. 4,176 4,345 41 60 29 25 —-51 
Charge accounts 5,351 4,547 31 28 -28 130 -—24 
Service credit .. 3,037 3,199 —2 6 23 + 23 
Total consumer credit 52,040 52,831 463 502 432 692 £271 


however, a sharp slackening in the pace of credit expansion in May (the 
latest month for which figures are available): on balance it now seems 
unlikely that the buoyancy shown in the opening months of the year will 
be regained. 

This projection of short-run changes in consumer indebtedness seems 
reasonable when set against the long-run trend of consumer credit growth. 
For example, since 1920, total consumer credit outstanding has risen by 
an average of 10 per cent per year, or approximately three times as fast as 
gross national product. For the last decade, the rate of growth has been 
appreciably higher (an average of 30 per cent, reflecting basically the small 
volume of consumer credit outstanding in the early post-war years); how- 
ever, except for the expansion in the boom of 1955, the annual rate of 
increase tended to decline between 1952 and 1958. Thus, the 14 per cent 
increase in 1959, while reversing the trend evident in the immediate past, 
is still in line with the long run rate of growth. 
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As I See It... 


By SIR OSCAR HOBSON 




















First Things First 


R HEATHCOAT AMORY’S impending retirement from the 
Government prompts me to say a word or two about his achieve- 
ments as Chancellor of the Exchequer during the two and a 
half years of his occupancy of that post. He was certainly the 
luckiest of the post-war Chancellors and very likely he was the best. He 
was the luckiest because unlike all who came before him he had no major 
financial crisis to deal with. He went to the Exchequer after sterling had 
been rescued by the bold though belated action of his predecessor and at 
the moment when the economy was passing the trough of the shallow 
trade recession of 1957-58. All he had to do during his first eighteen 
months was to ease off the controls, monetary and budgetary. In the 
succeeding year, of course, the climate changed and it became the Chan- 
cellor’s job to watch a rising, and no longer falling, barometer of demand, 
with a view to restoring or strengthening controls at the appropriate 
moments. Mr Amory, in his “swan song” in the House of Commons 
on July 11, said that he did not claim that all the actions he had taken as 
Chancellor had been invariably taken at the right moment, but he would 
claim that they had “‘ none of them been far out”. I would not myself 
agree with his assertion that competent opinion on each occasion was that 
his action was “a bit early rather than a bit late ”—I think and thought 
that the raising of the Bank rate last January would have come better three 
months earlier and that the 1959 budget should have been rather less lax 
and the 1960 budget rather stiffer than they were—but I do agree that, 
on the whole, his timing was not too far out and was conspicuously better 
than that of his predecessors. I think, too, that he saw more clearly the 
main issues at stake. He showed this in his House of Commons speech 
when he affirmed that inflation was still the danger (pace Per Jacobsson) 
and not deflation, and when he defined the two present sources of anxiety, 
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namely, (1) that our export performance is not good enough to ensure the 
strong balance of payments which we need, and (2) that “rising money 
incomes ”’ (which means wages since profits are quantitatively a very poor 
second to wages and may, indeed, now have ceased to rise) are threatening 
to break down the two-year-old stability of prices and so still further 
weaken our export potential. 

During his Chancellorship Mr Amory has consistently shown his ability 
to put first things first. It is to be hoped that his sucessor will not fall 
behind him in that. Where Mr Amory has been less successful has been 
in his ability to control public expenditure. This was the issue on which 
his immediate predecessor, Mr Thorneycroft, felt so strongly that, rightly 
or wrongly, he threw in his hand. Mr Amory, if he had been of a different 
clay, might have picked up the hand and played it with great effect. But 
that was not in his nature, and one cannot blame him for that. The fact 
remains that effective control over public expenditure, current, capital and 
contingent, has weakened rather than strengthened since he took the reins 
at the Treasury. It is still as urgent as ever it was to “cut down ”’— 
quoting Mr Graham Hutton in his new book Inflation and Society*——“ the 
pressure of new money and credit, by cutting Government and State 
expenditure to fit reasonable tax revenues (such as give people of all classes 
and incomes incentives) and to fit the available savings which the State 
. and private enterprise can borrow at free market rates of interest .. .”. 
Mr Amory’s successor will need to be a tough and ruthless man—an iron 
Chancellor indeed—if he is to succeed where his four Tory and three 
Labour predecessors have failed. 

Meanwhile the latest overseas trade return, issued within a few days of 
Mr Amory’s farewell speech, underlines in red ink his remark on the dis- 
quieting performance of our export trade. It shows a visible “ gap” of 
no less than £99 millions in June, the largest monthly excess of imports 
recorded since January, 1957, when Suez was playing havoc with our trade 
statistics. Admittedly, if the figures are seasonally adjusted the gap in fact 
is only £71 millions compared with £80 millions in May, for which the 
recorded figure was only £60 millions: the apparent deterioration between 








* Allen and Unwin. Price 15s. 
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May and June is, in that sense, fictitious. We are, however, still left 
with the hard facts that (1) the monthly average gap widened from £56 
millions in the first quarter of this year and £53 millions in the fourth 
quarter of 1959 to {£72 millions in the second quarter, and (2) the main 
cause of the widening was not increase of imports for stocking up but a 
decline in exports, which for June were only £288 millions (seasonally 
adjusted) compared with £298 millions in May and £304 millions monthly 
average for the first quarter of the year. ‘There can be no explaining away 
this weakening of our export potential. Whether attributable to non- 
competitive prices or to the greater pull of the home market or to lengthened 
delivery dates, its basic cause is inflationary pressure. That cause must 
be removed before our balance of payments can be restored to health. 
The firmness of sterling and the rise in the gold reserve, which are partly 
due to the magnet of high short-term interest rates drawing foreign funds 
to London, should not blind anyone to that need. Nor should the holding 
of meetings of export industry VIPs addressed by the Prime Minister be 
regarded as any substitute for remedial action, which alone can cure a 
trouble that is mainly monetary in character. It is fair to say that the 
recent monetary measures and especially the 6 per cent Bank rate have not 
yet been long enough in force to exert their full effect. It may be that 
these measures will still achieve their object and that no reinforcement of 
them will be needed. But it would not do to take this for granted. 


Local Authority Debt—Funding in Reverse 


And now to a different subject. A good deal of attention has recently 
been given to the finance of British local government, and new light shed 
on an important branch of finance that so far as most people are concerned 
has been enveloped in haze. The Radcliffe Committee, in particular, 
produced figures showing the growth and constitution of local authorities’ 
debt in recent years—its outstanding total, like that of the nationalized 
industries’ debt, doubled between 1951 and 1958—and it made some strong 
recommendations for changes in their methods of borrowing. More 
recently we have had valuable and interesting contributions on sources of 
local authority borrowing by Messrs Revell and Hockley (summarizing 
work done by the Department of Applied Economics at Cambridge) in 
The Times, on the present system of borrowing by Mr Harold Cowen in 
Lloyds Bank Review, July, 1960, and the detailed statistical analysis pre- 
sented in the June issue of Economic Trends. 

Here I am conceined mainly with the huge and continually growing 
‘floating debt”’ of the local authorities. The Radcliffe Committee gave 
the total amount of the temporary borrowings of the local authorities in 
March (May for Scotland), 1958, at £512 millions. It had grown to that 
figure from £170 millions in 1955. Since 1958 it has continued to grow: 
by March/May, 1959, it had risen to close on £650 millions out of a total 
indebtedness of £5,859 millions. This £650 millions represents temporary 
loans to the authorities due within twelve months, of which a very large 
proportion is callable by the lenders at seven days’ notice. In addition, 
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there were over £200 millions of mortgage loans, stocks, etc, maturing 
within twelve months. 

Is it right and proper that local councils should so largely finance their 
permanent investment in housing, roads and public works by short bor- 
rowing? ‘The Radcliffe Committee said emphatically that it was not. 
But its view, which it expressed with unusual vigour, was not based on 
any doctrinaire objection to “‘ borrowing short in order to invest long ”’. 
Indeed, when the Treasury pleaded that borrowing on bills (which some 
local authorities practise) is proper only for self-liquidating transactions 
the Committee pointed out that the Treasury ignored this principle in its 
own borrowing operations and ended up with the pointed remark (para- 
graph 600) that it supported the Treasury’s practice rather than its precept. 
The Committee’s objection to the local authorities’ “ borrowing on a huge 
scale at very short terms’ was not that this is theoretically unsound but 
that it was “clean contrary ”’ to the funding policy of the authorities, not 
least because they offered rates much higher than Treasury bill rates. 

So the Radcliffe Committee recommended that while the local authorities 
should be encouraged to go on borrowing locally provided they did not 
pay too high a premium for their money, the Treasury should ensure that 
the premium was in fact kept low by according freer access to the Public 
Works Loan Board. Mr Cowen, in Lloyds Bank Review, makes a similar 
suggestion. He does not think that there is any need for “ nervousness ” 
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at the extent of the local authority short-term borrowing, but he feels that 
the present system has both led to widespread “ disgruntlement ”’ among 
the local authorities and caused inconvenience to the central government in 
the management of its debt. So he proposes a “ central borrowing agency ”’ 
(which might be a reconstituted Public Works Loan Board) to serve the 
borrowing needs of the councils, though without restricting their freedom 
of action to borrow locally or by “ direct negotiations with the institutions 
or placings through the mortgage market ”’. 


New Liquidity Craze 


Now I do not intend to get entangled in a detailed discussion of this 
complicated subject. But I want to advance a general proposition on this 
matter of local borrowing. It is that the great increase in the short-term 
debt of the local authorities, while it was stimulated by the Butler directives 
of October, 1955, is really part of a much wider process of money-debt 
conversion that has been going on for the last twenty years, during which 
time our money has been steadily losing value. What Keynes called the 
liquidity preference of investors has become something of a craze so far as 
investment in securities expressed in money is concerned. Mi Butler, in 
1955, directed that local authorities which could raise funds by the issue of 
stock on the market should do so. This was by way of lightening the 
burden of borrowing resting on the shoulders of the Exchequer. A con- 
siderable number of authorities have in fact made such issues. But as the 
queue of waiting borrowers lengthened many found that they did not wish 
to wait any longer, while others did not wish to pay the rates asked for 
twenty-year loans. Meanwhile the PWLB was very reluctant to make 
advances to any but the smallest authorities, which could not be expected 
to borrow on their own credit. Hence the rush of the local authorities 
into the short-loan market. Hence, too, the disgruntlement of those that 
had refused their chance of borrowing long in the stock market because the 
rates were too high, only to find that now rates for short money, low when 
they borrowed, have risen almost to a parity with those for long money. 

But when the Radcliffe Committee charges the local authorities with 
acting ‘‘ clean contrary ”’ to the funding policy of the monetary authorities 
it is making an assumption that is not justified. It is assuming that the 
monetary authorities have a practicable funding policy. ‘That is not the 
case. They have, of course, funding aspirations, but through force of 
circumstances they have not been able to realize them. ‘They have desired 
to fund; all they have succeeded in doing is to defund—to shorten the 
average maturity of the national debt. Five years ago only a shade over 
half the internal national debt had a maturity of less than ten years. Now 
the proportion is very close on two-thirds. Unless and until the mentality 
of lenders undergoes a sea change this trend is likely to continue. It might 
even continue, if we get new inflation, until by a process akin to that which 
the physicists call entropy loans at long-term cease to exist and all debts 
become repayable on demand or within a nominal period of a few months. 
Meanwhile it does not seem to me to matter very much whether the 
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local authorities continue to borrow short on their own responsibility or 
whether they borrow long from the PWLB supplied with funds by the 
Exchequer, which raiscs them in the market through sales of Treasury 
bills or two-year 54 per cent Treasury bonds—except that, technically, a 
Treasury bill qualifies as a liquid asset at the banks, whereas a bill or note 
issued by a local authority does not. The nationalized industries have for 
some years now been financed by the Treasury. Because they, or at least 
some of them, had not “‘a cat in hell’s chance ” of raising capital by stock 
issues in the market, they get the money for their investment programmes 
from the Exchequer, which borrows short to supply it. 

Personally, as one who first went to school in the reign of Queen Victoria, 
I still believe in the doctrine of not borrowing short to lend or invest long. 
Ideally the doctrine should apply even to sovereign governments. I doubt 
whether any real good comes to a country from the wholesale manufacture 
of spurious “liquidity ’”’. But, of course, there is no hope of any sub- 
stantial restoration of sound finance of the Victorian order for a very long 
time to come. It will need many years of stable money and peace before 
savers will again invest with full confidence in long-term fixed interest 
securities. The,efore the dispute over the present system of local govern- 
ment financing seems to be very much of a sham fight. 
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BRITISH BANKS IN TOWN AND COUNTRY 


Barclays Bank, Chelmsford 


cultural town—as indeed it still is—but its light industries are 

becoming increasingly important. It was here, for example, about 
the turn of the century, that the Marconi Company started business 
in a small factory in Hall Street. Architecturally, however, the most 
notable features of the town stem from its traditional association with the 
land—the stone bridge, designed by John Johnson in 1787, the fine Shire 
Hall in Tindal Square by the same architect built in 1791, and the Corn 
Exchange, a delightful Victorian period piece of 1857, designed by Frederic 
Chancellor, the first Mayor of Chelmsford. 

The local branch of Barclays Bank, facing Tindal Square, is of a distinctive 
design in a neo-Georgian style especially associated with the few years 
immediately before and after the Great War. The facade makes use of 
brick pilasters, topped by Ionic capitals, which firmly knit the design 
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er the county town of Essex, was originally an agri- 











Specially drawn for The Banker 
by Geoffrey S. Fletcher 


together. From these pilaster strips spring consoles or brackets supporting 
the cornice. Variety is given to the roof by the varied treatment of the 
attic storey, which has alternating elliptical and triangular pediments. On 
the ground floor, the two doors are of differing designs though it is hard 
to see why; they are the least successful part of the elevation. The brick- 
work, as in so many banks, is of the finest quality. 
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Customs Union in the 


West Indies ? 


By EDWARD NEVIN 


CHARACTERISTIC of the evolution of the Commonwealth 
since the war has been the general adoption of federal consti- 
tutions by territories achieving Dominion status. No doubt 
British influence has not been decisive in all cases, but in the 
context of Nigeria, Rhodesia and Nyasaland and the British West Indies 
Federation there can be no gainsaying British responsibility. ‘The concept 
of federation is obviously attractive to those responsible for our colonial 
‘policy. So much so, that one begins to wonder whether that policy is 
beginning to relapse into a rather uncritical application of federalism—and 
a single, stereotyped form of federalism at that—without adequate con- 
sideration of its suitability for the territories concerned. ‘These doubts are 
raised in a particularly acute form by the attempt to establish a federation 
of the ‘“‘classical’’—i.e. American or Australian—kind in the peculiar 
economic circumstances of the British West Indies. 

The objects of federation in the West Indies are, of course, political as 
well as economic. Even from a political point of view, however, the 
wisdom of a policy of federalism in this area is not self-evident. For 
example, it is, in my view, a serious and substantial point that federation 
is an undeniably expensive form of political structure for an area that is 
desperately poor by most standards and that cannot afford to disperse its 
scarce administrative resources over yet another tier of government. It is 
by no means obvious that the highly laudable aims of governmental 
co-ordination, common international representation, and so on, could not 
be secured through some less extravagant machinery. But it is the economic 
implications of the federation—for all practical purposes the customs union 
—that this article seeks to discuss. 

The case for a federation of the West Indian islands has been based 
from its inception largely on the economic advantages that would apparently 
flow from it. But there are, in fact, several reasons for questioning the 
suitability for the Caribbean of an economic structure that has proved 
itself appropriate to the needs of the United States or Australia. 

First, the geography of the area must drastically qualify the advantages 
that theoretically arise from a customs union. The West Indies Federation 
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is probably unique in that vast tracts of sea separate the participating terri- 
tories; the distance from the federal capital, Port-of-Spain, to Jamaica, the 
largest single island in the federation, is something over twelve hundred 
miles. Furthermore, there is no regular and permanent shipping service 
between the various islands; the peculiar geographical difficulties of the 
federation are emphasized, rather than overcome, by an experiment upon 
which the Federal Government has recently embarked to run a ship from 
Trinidad to Jamaica once every five weeks. As a result, there is little 
movement of either goods or people between the territories, and this seems 
likely to continue. At present less than 3 per cent of the total trade of the 
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West Indies is between the member territories. It is inappropriate there- 
fore to apply to the West Indies the familiar type of argument—such as 
the gains from opening up a large market—that is quite properly applied 
to areas such as Central Africa or the Common Market in Europe. 
Secondly, a customs union would raise some serious fiscal problems. 
The governments of most under-developed territories must depend to a 
large degree for their revenue on indirect taxes; personal incomes are in 
general low and the number falling into the tax net is small, while the 
difficulties of administering an equitable system of income tax, in terms of 
both communications and personnel, are immense. Hence the establish- 
ment of a customs union, which by its very nature must deny to unit 
territories the power of deciding the rate of tax to be applied on imports 
from the outside world, would raise formidable financial problems for the 
governments of those territories. In this context, the report of the Trade 
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and Tariffs Commission established in 1956 to examine the question of the 
establishment of a customs union in the area is not wholly satisfactory. 
The common federal tariff will create a shortfall of revenue for certain 
territories—Jamaica, Grenada and Dominica—but the Commission dismisses 
the problems thus raised as being, in its opinion, not “‘ of excessive magni- 
tude”’. But the significance of the loss of import-taxing power by unit 
governments is likely to increase as the years go by. ‘These governments 
would normally have anticipated an increasing revenue in the years ahead 
from the taxation of relatively ‘‘ inessential ’”’ goods, particularly of manu- 
factures imported from Euorpe and America. To imagine that the creation 
of a common tariff that causes little immediate revenue loss disposes of the 
problem is to under-estimate the problem itself. What is important is 
not the immediate loss of revenue, but the loss of control, for all the years 
ahead, over what would have been an increasingly important source of 
revenue for the finance of development. 


Tariff Policy and Development 


Beyond these two difficulties lurks a fundamental problem arising from 
the similarity of the economies of the participating territories. If the 
economies of the various islands were complementary the problem would 
hardly arise. In fact, however, they are all basically similar; all depend 
‘heavily on the production of food—-especially tropical products such as 
sugar, bananas and citrus—mainly for export.* This raises the immensely 
difficult and fundamental issue of the relationship between local and federal 
development policies. And it must never be forgotten that economic 
development is the crucial problem of this area; every political act or 
decision is, and must be, measured by the single criterion of the contri- 
bution that it can make to further economic progress. 

It would appear that the major aim of development policy in all the 
territories should be to promote the production of substitutes for imports, 
rather than the production of goods destined primarily for export markets. 
The bulk of the industry that will emerge as the islands develop will almost 
certainly be concerned with products consumed locally, replacing com- 
modities currently imported. It will be difficult enough for them to set up 
industries able to produce at anything near the cost of the corresponding 
imports, and these for many years to come will survive only with the aid 
of protection. In terms of development the islands are far behind the 
older economies with their vast capital accumulations and generations of 
industrial tradition. Nor are they endowed with the enormous human 
and mineral resources of Asia and Africa. Paradoxically, their maturity in 
political matters (combined with the effects of modern communications) has 
deprived them of the stock text-book advantage of under-developed eco- 
nomies—an unorganized and low-paid labour force. It is difficult enough 
for them, therefore, to establish industries that can supply the local market 
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* Oil is tremendously important to Trinidad, of course, and bauxite to Jamaica; the vast 
bulk of these products is sold outside the federal area, however, so that they do not sub- 
stantially affect the point being made here. 
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on terms competitive with those offered by overseas producers. It would be 
unduly optimistic to suggest that they could sell manufactures competitively 
in world markets, where transport costs will be operating against them. 

Tariff policy in such an area, therefore, is likely to be designed primarily 
to keep out imports that would otherwise undercut local industries struggling 
to establish themselves. ‘To do this in an individual territory is one thing; 
the loss that the consumers of that territory suffer when goods are made 
more expensive by the imposition of protective tariffs may well be out- 
weighed by the gain from the creation of local industry. To extend the 
argument to the federal area as a whole, however, is hardly justifiable. In 
principle, it is difficult to see why the inhabitants of territory A should 
suffer a high tariff on a particular product to enable territory B merely to 
supply its own domestic market from its own resources rather than by 
imports from C. In practice, it will hinder (to say the least) the flexibility 
of tariff policy if the politicians of every territory have to incur the unpopu- 
larity of tariff increases every time any individual territory seeks to create 
a local industry. 

It may be argued, of course, that the adoption of a common tariff 
throughout the federal area will have the advantage of protecting a new 
industry not only in its own unit territory but throughout the federal 
market. Given this large market, the argument runs, new industries can 
operate on a bigger scale, with all the cost advantages to be gained thereby. 
The argument, however, is not very strong. The common tariff will 
secure the gains of a large market only if it is everywhere high enough to 
protect an industry not only in its own territory but. also in every other 
territory of the federation after payment of all the necessary transport costs. 
In other words, the tariff that will need to be imposed in, say, Barbados 
to protect a new industry setting up in, say, Trinidad will need to be high 
enough not only to allow the industry to compete with substitutes currently 
being imported into Trinidad but to cover in addition the costs of transport 
between Trinidad and Barbados. The regular shipping service between 
each of the major territories of the federation and the United Kingdom or 
United States makes the transport costs of imports from those countries 
relatively low; the additional burden imposed by the need to offset transport 
costs within the federal area, on the other hand, may be considerable. In 
a word, the tariff necessary to secure protection for a given industry 
throughout the federal area will be distinctly higher than that necessary to 
protect the same industry in any individual territory. It is very doubtful, 
therefore, if the advantages of a large market can be gained without thereby 
slowing down the pace of development. Even if the problems of com- 
munication in the federation did not themselves frustrate the attempt to 
create a single market, the height of the tariff necessary to create such a 
market would almost certainly provoke considerable resistance from con- 
sumers and politicians. 

This brings us to the crux of the problem of federation: can all these 
difficulties be overcome by the willingness of the component territories to 
accept burdens and sacrifices in the interest of other members—and, if so, 
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is it justifiable to overcome them in this way? In other words, can the 
attempt to create intra-federal trade, an attempt that must introduce dis- 
tortions into the federal economy, succeed without the assurance that all 
members will derive equal benefit from it? Without, for example, the 
assurance that the inhabitants of each unit will be compensated in the 
form of the development of new industries in their own territory for their 
losses from protection imposed to further industrialization in other terri- 
tories ? 

There can be hardly any doubt that the vision of federation as a means 
whereby the poorer territories within the area will be supported by the 
richer lies at the root of British policy in the Caribbean. The point was 
clearly put by Mr D. J. Morgan, of Manchester University, in a letter to 
The Economist (November 21, 1959), in which he spoke of Jamaica’s “ un- 
readiness to take over from the United Kingdom the subsidization of those 
units still unable to balance their budgets’”’. Indeed, it is only on this 
basis that the concept of federation makes any sense at all in the West 
Indies; it is only in terms of the redistribution of income between rich and 
poor within the federation that the whole complicated and expensive frame- 
work can begin to be justified. 

One suspects that it was largely on this ground that federation was 
envisaged as a solution to Britain’s problem in this area by the Colonial 
Office. ‘There are in the federation a number of very small units that are 
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not now self-sufficient in the sense of being able to finance a minimum 
level of government services, and which so far as one can foresee never 
will be. If federation is to imply a sharing of burdens, with the federal 
government using surplus revenues to make grants to its poorer units, and 
if the tariff is to be designed to promote development in the poorer units 
as well as in the richer, irrespective of the capacity of the various territories 
for development, then it is idle to speak of federation as primarily a means 
of raising the economic standard of all the territories participating in it. It 
will in fact be a device whereby the poorer territories receive economic 
assistance from the richer territories. And the argument put forward in 
preceding paragraphs suggests that this assistance can only be at the cost 
of slowing down the overall rate of development. Revenues that stronger 
units would otherwise have been using to finance capital formation will 
instead be used to finance current expenditures in the poorer units. The 
rate of industrialization in each territory will be determined not by its own 
capacity for growth but by the political necessity of ensuring that the 
benefits of industrialization, like the common burden of the tariff, are 
shared evenly. 


Dangerous Experiment 


My own belief is that to embark on an experiment of this kind is highly 
dangerous. It creates a grave risk of ultimately destroying, rather than 
creating, unity. It seeks to impose on territories, which may be rich rela- 
tively to their poorer brethren in other parts of the federation but are 
extremely poor by our standards, a burden that is neither necessary nor 
defensible. If the whole concept of federation owed nothing to the influence 
of the United Kingdom Government, of course, one could merely express 
admiration for the spirit of self-sacrifice being displayed by the stronger 
units. But in fact the concept seems to have been inspired, and is cer- 
tainly being urged, by the United Kingdom. And one must. suspect that 
it is being urged because it offers a solution to the problem presented by 
the smaller, grant-aided territories—a solution whereby the burden of 
supporting them could be shifted from Britain’s own taxpayers to other 
colonial territories in the Caribbean, in return for self-rule and Dominion 
status. Such bargaining could hardly hope to succeed. Moreover, it may 
be added, self-rule belongs to these peoples as of right, and is not some- 
thing to be bartered. 

But, if something much looser were substituted for the existing grandiose 
plans for a tight federation complete with customs union, what would 
become of the small grant-aided territories that can never be self- supporting ? 
This is a formidable question. It is not, however, a question that can 
appropriately be addressed to the relatively strong and potentially self- 
sufficient colonies in this particular area. It does not seem to me proper 
that Britain should attempt simply to shift burdens that it has incurred in 
some of its colonies on to the shoulders of other colonies, which had no 
voice in the imperial policy of this country. He who builds an empire 
does so at his own peril. 
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Literary Bankers 
—New and Old 


By JOHN CASEY 


NSIDE every fat man ”’, said Cyril Connolly, “‘ is a thin man struggling 
to get out’’. Similarly, inside that citadel of solemn serge that is 
banking there struggle poets, painters, playwrights and a thousand 
and one other artists. H. G. Wells seems to have understood this 
well: ““ From no other profession do men fly so rapidly to the distractions 
of other occupations; bankers become collectors, naturalists, historians, 


* critical writers; the profession is a hotbed of amateurs”’. ‘This certainly 


does not reflect unfavourably on the profession; it should be a matter for 
pride that banking is second only to the civil service in the number and 
the quality of literary men it has produced. 

Banking’s association with literature really goes back as far as Roman 
times, when, to the dismay of succeeding generations of school boys, Cicero 
conducted his renowned correspondence with Atticus, his friend and banker. 
But it is not until the beginning of the seventeenth century that there is a 
well established connection between literature and finance in England, 
when we find that Robert Herrick, the poet, was apprenticed to his uncle, 
Sir William Hericke, a goldsmith and moneylender of Cheapside, for seven 
years from 1607. It cannot be claimed that his brief banking “ career ”’ had 
any lasting influence on Herrick’s development as a poet, but years later, 
when he was the vicar of an obscure parish in Devon, he wrote a brief piece 
of verse, Money Makes the Mirth: 

When all birds els do of their musick faile, 
Money’s the still-sweete-singing nightingale. 
Which shows that he had at least picked up one or two of the basic principles. 

Banking has always been rich in poets. The tradition continues: one of 
the best of our contemporary poets, Vernon Watkins, is employed by Lloyds 
Bank. Watkins has received wide critical praise for his volumes of verse, 
of which the best known are The Death Bell, The Lady with the Unicorn 
and The Ballad of the Mari Lwyd. His great friendship with Dylan ‘Thomas 
is commemorated in the recently published Letters of Dylan Thomas to 
Vernon Watkins. And, of course, it is well known that T. S. Eliot was 
employed, from 1919 to 1922, by Lloyds Bank. Eliot’s early verse abounds 
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with references to the “Square Mile’”’; few would deny the truth of the 
atmosphere evoked by this description in The Wasteland, of the City. 

Unreal City, 

Under the brown fog of a winter dawn, 

A crowd flowed over London Bridge, so many, 

I had not thought death had undone so many. 

Sighs, short and infrequent, were exhaled, 

And each man fixed his eyes before his feet. 

Flowed up the hill and down King William Street, 

To where St. Mary Woolnoth kept the hours 

With a dead sound on the final stroke of nine. 


And, by contrast, the City in its summer mood: 


O City city, I can sometimes hear 

Beside a public bar in Lower Thames Street, 
The pleasant whining of a mandoline 

And a chatter and a clatter from within 

Where fishmen lounge at noon: where the walls 
Of Magnus Martyr hold 

Inexplicable splendours of Ionian white and gold. 


Eliot’s banking career was short. So was that of John Masefield, the 
Poet Laureate, who, in 1896, was employed briefly by the Capital and 
Counties Bank at their Threadneedle Street office. In contrast, Bernard 
Barton, the “‘ Quaker Poet ”’, was a clerk in Alexander’s Bank, Woodbridge, 
Suffolk, from 1808 to his death in 1849. After some fifteen years of high 
stools and ledgers Barton felt that his poetry was reaching a wide and 
appreciative audience and so contemplated leaving banking for a literary 
career. However, he first wrote to his friend Charles Lamb for guidance. 
Lamb, himself for many years a clerk in the offices of the East India 
Company, answered in no uncertain terms: ‘*‘ Keep to your bank, and the 
bank will keep you. ‘Trust not to the public; you may hang, starve, drown 
yourself for anything that worthy personage cares”’. Barton took the 
advice—and so have many others in similar circumstances. 


‘‘ Beau, Bard and Banker ”’ 


Perhaps the most fascinating literary figure that banking has produced 
is Samuel Rogers: Byron’s “‘ Beau, bard and banker”. Rogers joined the 
firm of Welch, Rogers & Co as a clerk at the age of sixteen in 1779 and 
rose to be a partner—not altogether surprisingly since his father owned the 
business. In his day, as perhaps now, there was some prejudice against 
businessmen who dabbled in writing, and when it became known that the 
author of the latest literary sensation, The Pleasures of Memory, was none 
other than Rogers the banker of Cornhill, there was much shaking of heads. 
Lord Eldon, who kept his account at Goslings Bank, burst out: “ If old 
Gozzy even so much as says a good thing, let alone write it, I will close 
my account with him the next morning”. It is not recorded, however, if 
any of Rogers’s customers took such a drastic step. 

Rogers’s long life covered an enormous span of English literary history. 
In youth he had set out to visit Doctor Johnson and only last-minute 
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shyness had stopped him short with his hand on the knocker of the great 
man’s door; he died in 1855, only a few months before the birth of George 
Bernard Shaw. Indeed, his long life and deathly appearance were a joke 
among his friends: already twenty-five years before his death, at the age 
of ninety-two, a word portrait appeared in Frazer’s Magazine: ‘‘ Yes, here 
we have the Bard of Memory, lean as if he had been fed on banknotes and 
drank ink; sallow as if he breathed no air that was not imbued with the 
tint of gold—caput mortuum”’. Another popular joke was that his birth 
certificate had been destroyed in the Great Fire of London—really some- 
thing of a compliment to a man who, visiting Paris in his seventy-sixth year, 
took lodgings at the top of a flight of a hundred and twenty stairs. But 
Rogers gave as good as he got. His explanation of his verbal asperity was 
itself characteristically epigrammatic: “‘ I have a weak voice, if I did not 
say ill-natured things no-one would listen ”’. 

Although Rogers’s literary reputation is now in eclipse, in his own day 
Byron set him above both Wordsworth and Coleridge and at the former’s 
death he was offered the Poet Laureateship, but declined it in favour of 
Tennyson. ‘To-day his literary monument is a single piece in Palgrave’s 
Golden Treasury entitled The Wish, which starts: 

Mine be a cot beside the hill, 
A bee hive’s hum shail sooth my ear; 
A willowy brook, that turns a mill, 
With many a fall shall linger near. 
A far cry, indeed, from the hustle and bustle of the City! 

If Rogers was born with a firm grasp on the silver spoon, Hugh Miller 
had to fight for his success. His life story is of the stuff of Samuel Smiles. 
Born in Cromarty in 1805, Miller lost his father, drowned at sea, before 
he was one year old. On leaving the local parish school he found employ- 
ment as a labourer in a local stone quarry. From labourer he rapidly 
progressed to stone mason and travelled the greater part of Scotland as 
an itinerant craftsman, all the time pursuing the study of his greatest 
passions—geology and natural history—and making many of the observa- 
tions and discoveries that he was later to incorporate in his works. In 
1831 the Commercial Bank of Scotland opened a branch in Miller’s native 
Cromarty and he, having by now made up for the deficiencies of his early 
education, applied for a post there. He was appointed accountant and 
held this post for nine years, during which time he published several works 
ranging from religion to natural history and currency reform. In 1840 he 
was offered, and accepted, the editorship of a newly-established Edinburgh 
paper, The Witness, and it was in this journal that he first published the 
series of articles later to be collected into his major contribution to the 
science of geology, The Old Red Sandstone. As a scientist, however, Miller 
was inhibited by his fundamentalist religious beliefs. He died in 1856 
and had thus squeezed into a short life of fifty-one years no less than four 
successful careers—mason, banker, journalist and geologist. A remarkable 


example of “‘ self-help ”’. 
Considering its long history one would have expected the Bank of 
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England to have produced writers by the score, but in fact it can boast 
only a handful. Three of these—William Barnes Rhodes, Edmund Sheridan 
Purcell, and the literary banker par excellence Kenneth Grahame—held 
office in the nineteenth century. 

Rhodes (1772-1826) joined the Bank in 1799 and rose to the position of 
Chief Teller. He had previously spent some years in a solicitor’s office 
and it was during this time that he prepared his translation of the Satires 
of Juvenal. This was published in 1801 and was shortly followed by 
Epigrams in Two Books and, in 1808, by Eccentric Tales, in Verse, by Cornelius 
Crambo. But his best-known work was the ludicrous Burlesque Tragic 
Opera, Bombastes Furioso—a story of unrequited love set in the Persian 
court—that ran for twenty-three nights at Covent Garden in 1810 and 
was frequently revived. Rhodes, mindful no doubt of his position in the 
Bank, did not acknowledge this work until 1822, after it had been sur- 
reptitiously printed several times in London, New York and Dublin. 
Reviews of the first night amounted, in the rather stilted language of the 
time, to “‘rave”’ notices. The Courier, August 18, 1810, reported that 
“the whimsicality and humou: of the piece were highly relished by the 
audience, whose repeated bursts of laughter sufhciently testified their 
approbation. ..”’. Evidently Rhodes was more enamoured with the theatre 
than with banking: the Gentleman’s Magazine reports that when his col- 
lection of plays, manuscripts and other items relating to the drama was sold 
at Sotheby’s in 1825 no less than 2,918 lots came under the hammer. 

Edmund Purcell joined the Bank in 1844. Apart from banking Purcell 
did a great deal of journalistic work for Roman Catholic newspapers, and it 
was in recognition of this wo1k, and to help him recoup various financial 
losses he had sustained through it, that Cardinal Manning gave him per- 
mission to prepare a short memoir of himself to be vetted and published 
in his lifetime. As a further concession the Cardinal loaned Purcell one 
of his diaries on condition that it should only be used as background 
information and not quoted directly. However, before this could be done 
the Cardinal died and Purcell, on the strength of the borrowed diary, 
persuaded Manning’s executors to let him carry away half of his private 
papers—amounting to a cabful of documents—from which he constiucted 
a monumental, best-selling but completely unauthorized biography. Sub- 
sequently Purcell went to a great deal of trouble to justify himself and 
declared that he had acted on Manning’s orders, but there is ample evidence 
to show that this was not so. 


Solace for the Kaiser 


It was while Purcell was labouring over his masterpiece and fighting his 
running battles with Manning’s friends that Kenneth Grahame czme to 
the Bank. Born in 1859, Grahame was a Scot who proudly traced his 
descent from Robert Bruce. His earliest writings appeared in W. E. 
Henley’s paper, the National Observer, and it was these contributions that 
made up his first book, The Pagan Papers. Encouraged by this success he 
followed it with an even greater one when his collection of stories from 
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The Yellow Book was published in 1895. The Golden Age brought Grahame 
fame and an enormous fan mail, including letters from Theodore Roosevelt; 
it has been claimed that it was the only English book besides the Bible 
that the Kaiser kept in the cabin of his yacht. Swinburne went into 
ecstacies over it: “‘... Immortality should be the reward . . . praise would 
be as superfluous as analysis would be impertinent”’. After such extrava- 
gant praise for what is now a largely forgotten work it comes as a surpise 
that The Wind in the Willows was received so coolly by the professional 
critics. The Times unsmilingly claimed that “‘ as a contribution to natural 
history the work is negligible ”’, and that “ grown-ups will find it monstrous 
and elusive, children will hope, in vain, for more fun. Beneath the allegory 
ordinary life is depicted more or less closely, but certainly not very search- 
ingly or amusingly ’’. 

Despite his popular success Grahame remained loyal to his vocation and 
did not retire from the Bank until forced to do so by indifferent health, 
after holding the secretaryship for ten years. Throughout his career he 
was under constant pressure from friends and publishers to turn to full- 
time writing, but he always resisted, saying, “ I do not care for notoriety: 
in fact it is distasteful to me. If I should ever become a popular author 
my privacy would be disrupted. ..”’. As it transpired, he did become a 
popular author and yet remained a successful banker. 


Classics and the Counting House 


There must be an atmosphere in banking that is conducive to the 
scholarly mind; certainly many bankers have established themselves in the 
forefront of their chosen studies, particularly in the fields of history and 
archaeology. As long ago as the beginning of the last century banking 
could boast a first-class historian in William Roscoe (1753-1831). Roscoe 
left school when he was twelve years old and, after a short period with a 
bookseller, was articled to John Eyes, a Liverpool lawyer. As an attorney 
he was extremely successful, and after a full and prosperous professional 
life he retired from his practice in 1792 to devote himself to producing his 
magnum opus, The Life of Lorenzo de Medici, which appeared three years 
later. But in 1800 this happy retirement was broken when Roscoe was 
induced to join, as a partner, the Liverpool bank of William Clarke & Sons. 
In 1816 there was a commercial panic and the bank, by now known as 
Roscoe, Clarke & Roscoe, failed. After a four-year-long struggle to realize 
the bank’s assets the partners were declared bankrupts and Roscoe was 
forced to sell up his entire property; the library he had cherished and built 
up over many years had to go, as did his magnificent collection of prints 
and paintings. Once again Roscoe retired but this time not to affluence 
and leisure but to a small cottage, where he lived on an annuity purchased 
for him by friends. But if these years of banking brought financial disaster 
they brought success in another field—the nursery. For, in 1807, he had 
published pseudonymously The Peacock “‘ At Home” and The Butterfly’s 
Ball, two books of charming verse that rapidly became nursery classics. 

Roscoe laid the foundation of his literary reputation before he entered 
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banking, but another, and even more famous, historian produced his 
greatest triumph after retirement from a long and successful banking career. 
George Grote was the oldest of the eleven children of Andreas Grote who 
had migrated to London from Bremen. In 1766 Andreas went into part- 
nership with George Prescott and founded the banking firm of Grote, 
Prescott & Co of Threadneedle Street. In due course the young Grote 
joined his father’s firm as a clerk and, in time, rose to be a partner. But 
Grote had talents and energies that were left untapped by the hurly-burly 
of finance, even in those hectic years, and found time for the enormous 
amount of reading and research that went into the production of his History 
of Greece. ‘This massive and famous work was published in twelve volumes 
from 1846 to 1865, and was immediately hailed as the major work of a 
first-class historian. However, not content with this great effort he instantly 
set himself to write a further three-volume work, Plato and the Other Friends 
of Socrates, a major reassessment of Platonic philosophy. And then a 
companion series of volumes on Aristotle, a work which remained unfinished 
at the time of his death. 


‘¢The Greatest Victorian ”’ 


Greece and its literature was also the special study of Walter Leaf, who, 
even before his appointment as deputy chairman of, what is now, the West- 
minster Bank, had produced a famous edition of the Jad. Leaf did much 
to enhance the reputation of British scholars in the field of Homeric studies 
and is undoubtedly one of the most distinguished minds to have been 
associated with banking. But not quite the most distinguished, for surely 
that title must be reserved for Walter Bagehot. In his essay, The Greatest 
Victorian, the historian G. M. Young examines the claims of such illustrious 
names as Tennyson, Matthew Arnold, Darwin and Ruskin to that title. 
But these he rejects in favour of Bagehot—‘ the spare chancellor’’, banker, 
litterateur, political commentator and editor of The Economist. He served 
his apprenticeship in the world of finance at the head office of his family’s 
bank, Stuckeys, and subsequently managed its London agency for the rest 
of his working life. But this consumed only a small part of his vast 
energies. ‘“‘ Banking’, he wrote, “‘ is a watchful but not a laborious trade. 
A banker, even in a large business, can feel pretty sure that all his trans- 
actions are sound, and yet have much spare mind’”’. The uses to which 
he put this ““spare mind” are apparent to anyone who reads either of the 
two recent biographies, The Spare Chancellor by Alistair Buchan and 
Walter Bagehot: a Study of His Life and Thought by St. John Stevas. 

Bagehot’s interests and talents seem inexhaustible and as a literary critic 
and journalist he enjoyed a reputation that is still undimmed. But it is 
for three works in strikingly different fields that he is chiefly famed: Lombard 
Street, The English Constitution and Physics and Politics. Curiously enough, 
it is this last that is now claimed to be his major work, since it was one 
of the first attempts to treat society from the point of view of the political 
sociologist. Certainly, it had a profound effect outside England and did 
much to stimulate social interpretation along biological lines. Bagehot 
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died in 1877 in the house in the town of Langport, Somerset, where he 
had been born fifty-one years earlier. Thus, all too soon, England lost 
one of her finest minds. 

In 1882 the irrepressible Punch burst into abandoned doggerel: 


How doth the Banking Busy Bee, 

Improve his shining hours, 

By studying on Bank Holidays 

Strange insects and wild flowers! 
It was commemorating something of a social revolution—the establishment 
by Act of Parliament of the first ‘‘ Holidays ’’, as opposed to ‘‘ Holydays ”’. 
The man who sponsored this Act was Sir John Lubbock, the first Lord 
Avebury, chairman of Robarts, Lubbock & Co, and founder and first 
president of the Institute of Bankers. Lubbock’s literary output was vast 
and covered nearly every branch of natural science, but his chief success 
was in the field of archaeology where his Prehistoric Times had a profound 
influence on the development of that study in its emergence as a proper 
scientific discipline. 

Lubbock is only one of several banker-archaeologists: many other names 
spring to mind. Foremost among them is Edward Clodd, secretary of the 
London Joint Stock Bank from 1875 to 1915, whose Darwinist sympathies 
found full expression in his published works, one of which, The Childhood 
of the World, was translated into six European and two African languages. 

Bankers are notoriously reticent men. It is therefore not surprising 
that few of them have given us autobiographies in which they have touched 
on their business lives. How refreshing, then, to read Sir Laurence Evelyn 
Jones’s estimate of one of his colleagues at a board meeting—not, he hastens 
to add, at a meeting of his own bank, Helbert Wagg & Co: “... he had 
introduced to the board two friends of his own upon whose subserviency 
he could count. One was a retired colonel, with a diminutive skull enclosing 
the brains, but not the lively reflexes, of a sparrow. ..’’. This is only one 
of the many delightful and amusing revelations in Georgian Afternoon, one 
of the volumes of his autobiography. 

More in keeping with the popular idea of the solemnity of the City is 
the ponderous announcement from Ninety-one Years, the memoirs of 
Falkoner Larkworthy (1833-1924): “... but, being absolutely convinced 
that his proposals for currency reform are in harmony with the movement 
of social and spiritual evolution, he at last surrendered to the suggestion 
that his family papers should be edited for publication, as a means of 
helping democracy out of wretchedness and discomfort into a reasonable 
dignity and fruitful prosperity”. But potential readers should not be 
deterred by this from enjoying an unvarnished tale of banking in the Near 
and Far East in the days of the Pax Britannica by this former chairman of 
the Ionian Bank. 

Banking has employed a surprising number of people who have become 
successful novelists, though it may be surmised that some of these used the 
security of banking only as a stepping-stone to full-time writing and that 
some of them were very unhappy in their chosen profession and only too 
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pleased to leave when the time came. P. G. Wodehouse joined the Hong- 
kong & Shanghai Banking Corporation in 1900 and departed two years later. 
In his autobiography, Over Seventy, he tells the story of his last days in the 
bank. He had decided to commemorate the opening of a new cash book 
with a suitable inscription on the virgin first page. This masterpiece of 
wit and wisdom did not survive long however for, discretion being the 
better part of valour, he removed the offending sheet. The removing of 
pages from cash books is not usually applauded by hard-working bankers 
who have to placate suspicious auditors, and the head of Wodehouse’s 
department on finding a page missing summoned the head of the stationery 
department to explain how it came about that he had committed /ese-majesté 
in supplying an incomplete ledger. The stationer hotly denied it: 

‘““ Somebody must have cut out the page ’’, he said. 

‘‘ Absurd!’ said the Head Cashier, ‘‘ Nobody but an imbecile would cut out 


the front page of a ledger ”’. 

“Then ’’, said the stationer, coming right back at him, “ you must have an 
imbecile in your department. Have you ?”’ 

The Head Cashier started. This opened up a new line of thought. 

“Why yes ”’, he admitted, for he was a fair-minded man, “ there is P. G.. 


Wodehouse ’’. 
. . It was immediately after this that I found myself at liberty to embark 


on the literary life. 
Ten years later Wodehouse took his revenge on banking in his novel Psmith 
in the City, in which the rich, witty, dilettante Psmith joins the “ New 
Asiatic Bank”’ as a post clerk and, between stamp licking, reduces the 
manager to near lunacy by means of a carefully planned and exquisitely 
executed campaign of persecution. 


James Joyce: Better to Starve... 


Wodehouse stepped from banking to writing, but James Joyce interrupted 
his career as a novelist to become, however briefly, a banker. This step 
was forced upon him by the hard necessity of earning a living while awaiting 
a publisher’s advance on his recently completed novel Dubliners. Unfor- 
tunately, Grant Richards, his publisher, was in no particular hurry to help 
one of his most promising authors and no money was forthcoming. ‘Thus 
it was that Nast, Kolb and Schumacher of the Piazza Colonna, Rome, 
found themselves, in August, 1906, with a new clerk in their Italian corre- 
spondence department. And a very odd clerk too, whose poverty found 
eloquent expression in his letters to his brother. ‘‘ There are two great 
patches in the seat of my trousers so that I cannot leave off my coat in the 
office and sit stewing for hours”’. Eventually the rapidly thinning seat of 
his only pair of trousers forced him to wear a borrowed tail coat. This 
was misinterpreted by his employers who saw it as a manifestation of British 
sartorial elegance and promptly promoted the luckless Joyce to the position 
of reception clerk. This did nothing to assuage his detestation of banking 
and of his employers, whom he described as ‘‘ The stupid, dishonest, 
tyrranical and cowardly, burgher class’. Rome, too, came under the 
sharp lash of his invective and he compared it to “A man who lives by 
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exhibiting to travellers his grandmother’s corpse’’. After seven months he 
had had enough and faced with a straight choice between banking and 
starving chose the latter. “It was”, says one of Joyce’s biographers, 
“a ridiculous jest of Time that Joyce, himself so prodigal of the few pence 
that came his way and absolutely impracticable in money matters of any 
sort, should land, of all places, in a bank ”’. 

A novelist who enjoyed his banking days abroad, on the other hand, was 
Geoftrey Household, the author of many novels in the tradition of John 
Buchan. Household worked for the Bank of Roumania, a subsidiary of 
the Ottoman Bank, from 1922 to 1926, a period of inflation when the 
Roumanian leu had fallen from twenty-five to seven hundred to the pound; 
miraculously prices had not caught up with the exchange rate and House- 
hold could afford to lead the life of a lord on a bank clerk’s pay. Perhaps 
never before, or since, has a newly-appointed clerk, without a private 
income, lived on the same scale of luxury as his chief general manager. 


Escaping—to the Spanish Farm 


English country banking with its fine tradition of service has also had its 
literary success in the person of R. H. Mottram, who did not enter banking 
but was literally born to it. His father was the manager of Gurney’s Bank 
in Norwich and as such occupied a flat over the premises. It was here 
that Mottram was born, and it was here that in 1900 he became a banker, 
or as he puts it, “‘. . . [I] placed my elbow on the same part of the same 
desk as my great-grandfather had placed his one hundred and twenty-five 
years before . . . there I found myself almost continually sticking up, stamp- 
ing and posting letters’. But this was a Mottram who just did not fit into 
the long-established family pattern. He grew bored and unhappy, longing 
all the time to be a writer, and “the kindly partners and more frequently 
the kindly managers and heads of departments shook astonished heads 
over the fact that anyone called Mottram could make such a sorry fist at 
what was my plain hereditary duty’’. Mottram was fortunate in having 
the friendship and encouragement of John Galsworthy and, although there 
were many disappointments, he eventually achieved an enormous success 
with his novel of the Great War, The Spanish Farm. Since then there have 
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been many others, of which Our Mr Dormer, a most engaging tale set in 
the heyday of country banking, is likely to be of most interest to bankers. 

No account of banker-novelists would be complete without some mention 
of W. W. Jacobs, who spent most of his working life in the Post Office 
Savings Bank. Although Jacobs’s greatest skill was to bring a real sense 
of the sea to his stories, he only once went to sea, on a coaster, and at the 
end of the voyage stepped ashore and stayed there. The seafaring back- 
ground to his novels is the product of childhood hours spent on Thames- 
side wharves among the sailors and bargees who populate such tales as 
A Skipper’s Wooing and The Beauty and the Barge. 

Rather less well known than these novelists is the little band of bankers 
who have been regular contributors to Punch. It is perhaps fitting that the 
banker, relaxing from his professional dignity in print, should do so in a 
periodical that itself perversely and paradoxically embodies the very essence 
of British correctness. Foremost in this group is Basil Boothroyd, Punch’s 
present assistant editor, who was for many years the assistant editor of 
The Dark Horse, the staff magazine of Lloyds Bank. Many readers will 
also remember the delicious parodies of popular authors contributed by 
William Keane-Seymour, a former Midland Bank manager, and the light 
verse of Mark Bevan, the assistant staff manager of the Midland Bank. 
Another regular contributor is T. 5S. Watt, who was with Martins Bank 
from 1924 to 1950. In 1958 he contributed an extravaganza entitled 
*“ Under New Management ’”’. Its plot defies summary: suffice to say that 
the ‘‘ Ticklies ’’, intelligences from outer space, attempt a take-over bid for 
a bank perched on the top of an inaccessible mountain in the most remote 
part of the north of England. ‘The hero thwarts these dastardly plans, but 
in doing so has “. . . to sabotage the climbing rope used by the cashier, 
Chipman, in Operation Cragmaster a project devised by the manager to assist 
customers to negotiate the precipices that bar their way to the branch... ’’. 


America—and the South Seas 


The British Isles has no prerogative in producing literary bankers; several 
other countries can boast authors whose careers at one time or another 
were associated with banking. One of the most tragic figures in American 
literature is William S. Porter, better known as O. Henry, the highly accom- 
plished writer of short stories. Porter had been writing for some years 
when he joined the First National Bank of Austin, Texas, as a teller in 
1891. In this job he was completely unsuccessful, being, as one of his 
contemporaries put it, ““a man who neglected his duties at the bank 
because of a constantly itching pen”. In 1895 Porter was charged with 
the embezzlement of the bank’s funds and, after an unsuccessful flight 
from justice, was tried and imprisoned. The rights and wrongs of the 
findings of the court have been in dispute ever since and, considering the 
chaotic business methods employed by the bank at that time, there seem 
to be considerable grounds for doubting Porter’s guilt. Some insight into 
these methods is given in one of Porter’s stories, Friends in San Rosario. 
When a Federal Bank inspector makes a surprise check on one of the banks 
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in San Rosario the president of the bank receives, post haste, a note from 
the president of the bank across the street: 


Dear Tom, 

I hear there’s one of Uncle Sam’s greyhounds going through you, and that 
means that we’ll catch him inside a couple of hours, maybe. Now, I want 
you to do something for me. We've just $2,200 in the bank, and the law 
requires that we have $20,000. I let Ross and Fisher have $18,000 late 
yesterday afternoon to buy up that Gibson bunch of cattle.... Now I can’t 
show him those notes, for they’re just plain notes of hand, without any 
security in sight, but you know very well that Pink Ross and Jim Fisher are 
two of the finest white men that God ever made and they’ll do the 
square thing. You remember Jim Fisher—he was the one who shot the 
faro dealer in El Paso. I wired Sam Bradshaw’s bank to send me $20,000 
and it will get in on the narrow-gauge at 10.35. ... Tom you hold that 
examiner. Hold him. Hold him if you have to rope him and sit on his 
head. Watch our front window after the narrow-gauge gets in, and when 
we’ve got the cash inside we’ll pull down the shade for a signal. Don’t let 


him loose till then. I’m counting on you Tom, 
Your Old Pard, 
Bob Buckley, 
Prest. Stockmen’s National. 


Autres temps, autres meurs! 


The most bizarre of all literary bankers has to be pursued to the South 
_ Seas. He can claim no prison record but a unique record of another kind 
—only six weeks’ service in the bank. Louis Becke’s short but spirited 
banking career began when his brother, manager of a branch of the Aus- 
tralian Joint Stock Bank at Charters Towers, New Zealand, persuaded him 
to give up his wanderings in the Pacific and to settle down in a respectable 
profession and to forget “‘ that writing nonsense’. Becke allowed himself 
to be persuaded and obtained a clerkship in the Townsville, New Zealand, 
branch of his brother’s bank. The honeymoon with respectability lasted 
barely six weeks, after which the manager showed him a copy of the report 
he had prepared for the “‘ powers that be”’ at head office. According to 
this report he managed to absent himself without leave; leave £900 in notes 
in the care of a local publican while he witnessed a fight between two sailors; 
quarrel with the accountant; became generally insubordinate; kept a number 
of kangaroo dogs in the office; refused to work overtime; frequented hotels 
with policemen and gold-diggers during office hours; showed himself to be 
utterly incapable of business and disinclined to work, and—most heinous of 
all—refused to dress in a becoming manner! Confronted with this stark 
testimony of his incompetence Becke cheerfully resigned and took a job as 
a blacksmith, then as a miner. Eventually he made a success of authorship 
and enjoyed a great vogue in the Edwardian period. 

On the whole, banking can be proud of the writers it has given shelter and 
sustenance to; if we need an explanation of why so many bankers take up the 
pen, let Charles Lamb supply it: “‘ The enfranchised quill that has plodded 
all the morning along the cart-rucks of figures and ciphers, frisks and curvets 
at its ease over the flowery carpet-ground of a midnight dissertation. It 
feels its promotion’’. How much richer we all are that it does so. 
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How Much Development 
in Ulster? 


By S. R. DENNISON 


N presenting his budget to the Northern Ireland Parliament in May, 

the Minister of Finance showed that the estimated yield of reserved 

taxation (i.e. Inland Revenue Duties and Customs and Excise) for 

1960-61 was 15 per cent above that for the previous year, compared 
with an increase of 12 per cent for the United Kingdom as a whole. This 
buoyancy of the revenue, which makes possible a considerable increase in 
Government expenditure, some small reductions in transferred taxation 
and an increase in the Imperial Contribution, is the result of “‘ a steadily 
rising level of prosperity ’’, some details of which were given by the 
Minister. Industrial production in January and February, 1960, he was 
able to point out, was 12 per cent above that of the corresponding months 
of 1959; retail sales, bank advances, savings and capital investment were 
all up over the previous year; the unemployment figure for April was the 
lowest for any April since 1956, while over the previous twelve months 
the number of insured persons had risen by about 8,000 and the number 
in employment by about 10,000. ‘‘ None of this”’, said the Minister, 
“seems to fit in with the prophets of gloom and doom”’ who have “ hung 
too many hats on one peg—the unemployment returns’’, which “ do 
not tell the whole story’: a truer picture is “‘ one of virile and vigorous 
development ”’. 

The belief that Northern Ireland’s economy is still precariously based, 
in spite of a great deal of development in recent years, does not rest alone 
on the unemployment figures; some of the many elements in the situation 
will be briefly reviewed in this article. When the last survey of Northern 
Ireland appeared in The Banker in August, 1958, its economy, along with 
that of the rest of the United Kingdom, was in recession, with unemploy- 
ment at 9.3 per cent (June, 1958); unlike Great Britain, it did not get any 
worse thereafter (except for January, 1959), averaging 8.6 per cent for the 
year June, 1958, to May, 1959, and 7.3 per cent for 1959-60. ‘The latest 
figure (May, 1960) is 6.7 per cent; this is still not back to the level of 1956, 
or of earlier years before the textile recession of 1952, while it is also in 
excess of the rate for the development districts in Britain (at 4.7 per cent). 





Mr Dennison is Professor of Economics in the Queen’s University of Belfast. 
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More revealing perhaps (though it needs to be treated with great care) is 
the now standard comparison between unfilled vacancies and the numbers 
of registered unemployed. Here there is a startling contrast between 
Northern Ireland and Great Britain; in May, 1960, in Britain the number 
of unfilled vacancies as a proportion of the number of unemployed was 
70 per cent for men and 160 per cent for women, whereas for Northern 
Ireland the corresponding figures were 1.4 and 7.5 per cent. On this 
simple assessment, Northern Ireland is still a very long way from a full- 
employment equilibrium. It is, however, too simple an assessment. Many 
other factors need to be taken into account. 

One element of great importance, though there are no published figures 
to support a full analysis, is that a large proportion of the unemployed are 
probably unskilled labourers; this is known to be so in Britain, and there 
are reasons for believing that it is an even more marked feature in Northern 
Ireland. It would thus be possible for there to be shortages of particular 
types of labour at the same time as there was quite heavy unemployment; 
it is even possible in certain conditions, some of which are found in 
Northern Ireland, for an economy to be progessing quite rapidly and yet 
show a continuous relatively high level of unemployment. 

The figures of employment are in this respect more instructive. Here 
the story is that economic expansion in Northern Ireland has been inade- 
-quate to meet the needs of a growing population. The last survey in 
The Banker concluded that “‘ for some time to come the choice for too many 
people is likely to lie between unemployment and migration”. This, of 
course, is Ireland’s perennial problem; the simple fact is that a high rate 
of natural increase has not been balanced by economic growth. In the 
years 1951 to 1959, the excess of births over deaths of some 13,000 a year 
was about three times the increase in the actual population (which rose 
from 1,370,000 to 1,407,000), so that net migration was equivalent to 
two-thirds of the rate of natural increase. Emigration, of course, is selec- 
tive by age, so that there can be important effects on the age-structure of 
the population. Taking the working ages as defined by the National 
Insurance Schemes (15 to 65 for men and 15 to 60 for women), only 6,000 
out of a total increase of 17,000 men during the eight-year period came 
within the working ages, while the number of women in this group actually 
showed a slight fall, in spite of a total increase of 19,000. On this score, 
the net number of new jobs needed was not very great, though the figures 
may be more an indication of failure to provide them, a view which obtains 
some support from the changes in the age distribution of the working 
population. The number of insured employees at work (which, as we shall 
see, is an imperfect index) fell by about 3,500 between 1951 and 1959, 
the number of registered unemployed rising by some 12,000. Recovery 
over the past year, with an addition of 10,000 in employment from April, 
1959, to April, 1960, will in fact have put the total of employment back 
to about where it was in the spring of 1951; but unemployment is still 
12,000 more than in 1951. Looking at the fairly near future, in 1959 the 
number of boys aged 10 to 14 years was 67,000, whereas the number of 
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men aged 60 to 64 was only 28,000: for the next five years—and, indeed, 
for a good deal longer—the number of new entrants into employment will 
greatly exceed the number of retirements. 

The rising population of working age is not the only problem; there is 
also the decline of certain industries, especially agriculture. And it is 
because the decline in agriculture is only partly reflected in the statistics 
of insured employees that these are an imperfect index in this context. 
The statistics exclude self-employed persons, who in fact constitute a very 
large part of the agricultural population; thus the agricultural census of 
June, 1959, showed about 98,000 persons engaged full-time in the industry, 
but the number of insured persons employed was less than 18,000. If, 
as is in fact happening, farmers leave the land and get jobs in other trades 
as employees, they will swell the number of insured employees without 
there being any real change in the number of people at work. Between 
June, 1950, and June, 1959, the number of insured employees at work in 
agriculture fell by just over 7,000; but, according to the annual census, 
the true decrease in full-time work in agriculture was about 28,000 persons. 
A rise of 9,000 insured employees at work in other industries was clearly 
inadequate to absorb movement from the land on this scale. 


Staple Industries in Decline 


Agriculture is not, of course, the only declining industry so far as employ- 
ment is concerned. It is, however, of special importance, because of its 
size (it is still the biggest single industry) and the expectation that with 
rising efficiency the amount of employment is likely to continue to decline. 
Moreover, there may be a special link with unemployment. It is probable 
that many who leave the land, and who do not emigrate, go to jobs as 
unskilled labourers, with relatively poor long-term employment prospects. 
The other side of the agricultural coin is perhaps seen in the very high 
level of unemployment in the building trade which, though one of the 
province’s biggest expanding industries (and one with some bottlenecks in 
the skilled trades), has more than twice the average rate of unemployment. 

The textile industries are still the biggest single field of employment 
apart from agriculture, in 1959 providing almost 14 per cent of the total 
amount of insured employment (and over 20 per cent of the total female 
employment). They have shown a marked decline since the slump of 
1952, with a reduction in employment of 14,000 workers between 1950 
and 1959. Although there has been some revival recently, and although 
new developments have made the outlook rather more promising than for 
some time past, it would be sanguine to expect much increase in employ- 
ment. The province’s other staple industry, shipbuilding, still employs 
about 9 per cent of the total males in employment. Since the war it has 
been prosperous, with only slight fluctuations in employment, and unem- 
ployment is still low, at about 2.5 per cent. But, for obvious reasons, the 
future is very uncertain. 

If we take all industries and services other than agriculture, textiles and 
shipbuilding there was a net increase in insured employment of some 
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23,500 workers between 1950 and 1959, a figure which will have risen by 
another few thousands since June, 1959. About one-third of the increase 
was attributable to the expansion of building. It is unfortunately impossible 
to analyse in detail the trends in other sectors, as the introduction of the 
new Standard Industrial Classification in June, 1959 (with a considerable 
statistical transfer of workers from manufacturing groups to the distributive 
trades and commercial services), means that comparable statistics stop at 
March, 1958; and as the latest published figures are in fact those for June, 
1959, no later comparisons are possible. It appears, however, that a steady 
expansion of professional services was responsible for almost as large a 
part of the total increase as manufacturing industry, while the distributive 
trades and other services made some real, as distinct from statistical, con- 
tribution. As efficiency in manufacturing increases, a larger proportion of 
resources needs to be devoted to the distribution of goods and to various 
services; aS a society grows richer it will have a higher standard of services, 
with or without a welfare state. Northern Ireland has had a good way to 
go in catching up with Britain in these respects (including the development 
of ‘‘ parity ”’ in the social services). Nevertheless, it may be that some of 
the fields of employment which have shown a marked growth in recent 
years are in danger of reaching saturation; it is noticeable that services apart 
from the professions and public administration have the highest rate of 
unemployment apart from building, at over 11 per cent in June, 1959. 


Assistance from the State 


Within manufacturing industry there has been an expansion of some of 
the existing industries, such as food, drink and tobacco and clothing, 
together with a fairly vigorous growth of new industries, such as nylon 
stockings, industrial abrasives, wireless apparatus, office tabulating machines. 
and spectacle frames and lenses. Much of this growth has been assisted 
by Government action. Although Northern Ireland is not a development 
area, it has undoubtedly been helped by the policy of the British Govern- 
ment in steering industry away from congested areas to those of higher 
unemployment. In addition, the Northern Ireland Government gives sub- 
stantial aid to industry, more than is available to new firms setting up in. 
a British development area, including the building of factories for letting 
‘on attractive terms”’. Since 1945, about £42 millions have been spent 
on aid to industry, about one-half of this being for factory construction;. 
150 new enterprises have been started, and 92 expansion schemes assisted, 
under these arrangements. It is estimated that over 38,000 jobs have been 
provided by these schemes, which it will be noted is equivalent to over 
one-third of the present total employment in manufacturing industry outside. 
textiles and shipbuilding; a further 10,000 jobs are said to be in sight as a 
result of expansion of existing firms and the starting up of those not yet 
in production. 

Even if this rate of development were to continue, however, it would be. 
inadequate. In recent months, moreover, Northern Ireland has begun to. 
face stiffer competition in attracting outside enterprises. On the one hand,, 
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Britain’s new policy of providing development aid in defined localities as 
distinct from wider development areas, under the Local Employment Act 
of 1960, may have the effect of reducing the flow of enterprises across the 
Irish Sea; on the other, the Republic of Ireland is offering inducements 
to new enterprises from overseas, and apparently with some effect. There 
are strong reasons against any attempt to step up the “ inducements ”’ given 
to new enterprises (the budgetary problem is only one of them) and in any 
case it is possible to have some serious doubts about their ultimate 


effectiveness. 


Dynamism—from Without or Within ? 


A guess can be hazarded that two factors have been at work in addition 
to the inducements; one has been the pressure on the British economy, 
with Northern Ireland offering a suitable alternative to frustrated expansion 
in the congested areas, and the other the possibility for foreign firms to get 
a foothold in the Free Trade Association. ‘The latter certainly seems to 
have been a factor in attracting some of the American enterprises which 
have recently established themselves. If this view is correct, then the 
future line of development of the Association, and particularly its relation- 
ship with the European Economic Community, will be of vital importance 
for new development in Northern Ireland, as well as for the competitive 
position of her existing industries. In the August, 1958, issue of The 
Banker it was suggested that in general Ulster’s existing industries were 
unlikely to gain from free trade in Europe; the most recent developments 
suggest that the stimulus to foreign firms to choose the province as a base 
of operations is likely to be weakened rather than strengthened. 

This is not the occasion to attempt an assessment of the long-term 
viability of the Northern Ireland economy. ‘That it has certain advantages 
as an industrial centre has been proved in the past and is being proved 
now by the success of many of the new enterprises. Some of the disadvan- 
tages that are traditionally advanced as obstacles to new development 
appear to have less substance than is commonly thought; the lack of indi- 
genous raw materials, for example, is shared with many other industrial 
countries in the world, including Britain. The ingredients of development 
are more elusive and subtly compounded than this. In some fields, such 
as the raising of the level of technical education and industrial skill, a great 
deal is being done in Ulster; in others, such as the failure of the public 
company to develop on any scale, or the linking of banking policy to 
England (described in the last issue of The Banker and of some importance 
at the moment, in view of the rise in Bank rate), there may still be impedi- 
ments. ‘he main feature that strikes the observer of events over recent 
years is the great reliance placed on attracting enterprise from outside. 
Even when full allowance is made for the way in which many of the existing 
industries have been adapting themselves, the amount of new local enter- 
prise 1s disappointingly small, especially as it is development from within 
rather than attraction of enterprises from outside that is more likely to 
provide a secure foundation for growth. 
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AMERICAN REVIEW 








HILE official spokesmen have 

continued to stress under- 

lying strength and the pros- 
pect of an autumn upturn, there can 
be no doubt that business analysts are 
now rather sharply divided on the near- 
term prospect and that sentiment— 
particularly as reflected in Wall Street 
—has shown some deterioration in 
recent weeks. Overall activity is still 
running at relatively high levels: The 
June figure (seasonally adjusted) for 
industrial output (based on 1957) at 
109, was, however, a point down on the 
. month and 2 points below the January 
peak of 111. ‘The index has now slipped 
below the comparable 1959 level. 
Moreover, the preliminary assessment 
for gross national product disclosed no 
more than a trifling gain from the first 
to the second quarter. 

Specifically, the weak spots in the 
economy have included the steel in- 
dustry, where the operating rate fell at 
one point to nearly 40 per cent of rated 
capacity, the lowest seen for more than 
a decade (though a formidable advance 
in that capacity has been scored in the 
interim). This low point coincided 
with the July Independence Day holi- 
day, but the pace of output did not 
increase materially in subsequent weeks 
and is not expected to rebound in any 
decided manner until the autumn. 
Likewise, the motor industry has sharply 
revised earlier output schedules for the 
year to a current figure not much above 
the round 6 millions mark and is bur- 
dened with trade stocks of more than 
a million. Sales, however, have been 
relatively good in recent weeks. Con- 
struction orders turned down sharply 
in May and there has been no inspira- 
tion from manufacturers’ sales and new 
orders. Unemployment in June (always 


an awkward month to measure statistic- 
ally because of the large number of 
entrants from the schools) was up by 
nearly 1 million to 4.4 millions, with 
the percentage rising sharply to 5.5. 
More than a million workers found 
employment, however, and the total 
employed marked a new peak at 68.6 
millions. Perhaps the most discouraging 
pointer of all last month was the “ con- 
sumer survey ”’ undertaken by Michigan 
University, which indicated that a 
majority saw much less reason to take 
an optimistic view of the business 
prospect and were preparing, or had 
undertaken, to curtail expenditures on 
durable goods and housing. About 
16 per cent were reported to have de- 
clared that a recession was under way, 
or was at least about to begin. 


Easier Money ? 


Washington views did not shift per- 
ceptibly in response to these changing 
tones. But some modest moves have 
been made to strengthen some of the 
weak spots. Insured housing finance 
has been made moderately easier and 
further assistance given to state road 
construction. No further action has 
been taken to ease credit; the Federal 
Reserve System has held to its policy 
of “mild neutrality’’, allowing a 
modest balance of free net reserves to 
the commercial banks. The generally 
disappointing business news, however, 
has stimulated considerable discussion 
about the timing of fresh moves to- 
wards ‘‘ monetary ease ’’; in the closing 
weeks of last month it was regarded 
as probable that the Board of Governors 
would, before long, reinforce any open 
market operations with an easing of 
reserve requirements (which would, as 
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it happens, be facilitated by the 
Board’s previously announced plan to 
eliminate differences in requirements 
for “‘ city’ and “ central city ’’ banks) 
or the release of a higher percentage of 
vault cash for use as legal reserves. 

In these circumstances, the down- 
ward trend of short money rates and 
the uptrend in longer Treasury prices 
persisted through the normally trouble- 


this with $1,500 millions of one-year 
bills (replacing $2,000 millions one- 
year maturities) at an average rate of 
3.26 per cent. The three months’ 
Treasury bill rate declined again (from 
2.6 per cent to 2.3 per cent) in mid- 
month. About one-half of new cash 
funds needed in the second half of the 
year have now been provided. The 
next step is to refinance the $9,600 








some June period of heavy tax pay- millions of 4? per cent notes maturing 
ments, and was scarcely affected by in August. Of these, less than one-half 
last month’s financing operations—the are held outside the Reserve System; 
first of the new fiscal year. The the operation is likely to provide 
Treasury sold $3,500 millions of March, another test of the Treasury’s deter- 
1961, tax anticipation bills at an aver- mination to lengthen maturity dates 
age yield of 2.82 per cent and followed wherever possible. 


American Economic Indicators 


1959 1960 
1957 1958 1959 —— 





Dec Mar Apr May 
Production and Business: 

*Gross national product (billion $) _... 443 442 480 — = — — 

*Industrial production (1957 = 100) 100 93 105 109 109 109 £110 

*Gross private investment (billion $) . 66.6 54.9 71.1 — —- — — 

*New plant and equipment aaee ».. 37.0 305 325 — — 370 — 

*Construction (billion $) ‘a 47.8 48.9 543 52.0 54.3 53.9 53.9 
Housing starts (000 units) a <a n.a. n.a. 1,553 96.3 92.5 117.7 — 

*Business sales (billion $) - ny 56.3 54.0 60.0 60.9 61.3 625 — 

*Business stocks (billion $) ; ~ 90.7 85.1 89.4 89.4 92.3 925 — 
Merchandise exports (million $) .. 1,738 1,491 1,464 1,674 1,751 1,823 — 
Merchandise imports (million $) .. 1,082 1,070 1,268 1,478 1,375 1,257 — 

Employment and Wages: 

*Non-farm employment (million) - 33.4 FS MO 326 See eeLCURe 
Unemployment (000s) .. ae .. 2,936 4,681 3,813 3,577 4,206 3,660 3,459 
Unemployment as % labour force a 4.3 6.8 33 5.2 6.1 5.2 4.9 
Hourly earnings (mfg) ($) - cs at 43 Gan Sat 2a ‘eee: ae 
Weekly earnings (mfg) ($) ea .. 82.39 83.50 89.47 92.16 90.91 89.83 90.74 

Prices: 
Moody commodity (1931 =100) { —_ 72} 375 381 379 378 
Farm products (1947-49 = 100) - 90.9 94.9 89.1 85.9 90.4 91.1 90.4 
Industrial (1947-49 = 100) ' .. 125.6 126.0 128.3 128.6 128.6 128.7 128.2 
Consumers’ index (1947- 49 — 100) .. 120.2 123.5 124.6 125.5 125.7 126.2 — 
Credit and Finance: 
Commercial bank loans (billion $) 93.9 98.0 110.8 112.0 111.4 113.0 113.6 
Commercial bank investments (billion $) 76.2 86.6 79.4 79.0 74.3 75.9 74.9 
Money supply (billion $) .. 232.3 247.5 252.4 251.6 244.2 247.1 246.2 
Consumer credit (billion » 7: me 45.3 $4 S208 338 32s «= 
Treasury bill rate (°%) . ne ve 3.27 1.84 3.41 4.57 3.44 3.24 3.39 


US Govt Bonds rate (% 3.47 3.43 4.08 4.27 4.08 4.18 4.16 


Federal cash budget (+. 4 ~) (mill $). . +1,194-7,286 -8,028 
US Treasury gold stock (million $) 22,781 20,534 19,456 19, 456 19, 408 19, 360 19, 352 


Notes.—Starred items are _ seasonally amounts outstanding at the end of the 
adjusted. Latest figures are preliminary period. Moody’s commodity index shows 
or estimated. Yearly figures are given for high and low 1957-59, and end-month 
gross national product, private investment levels. Money supply is total deposits 
and new plant for 1957-59 and then quar- plus currency outside the banks. Budget 
terly figures at annual rates. Construction figures are cash totals. Quarterly figures 
figures show monthly averages 1957-59. are throughout shown in the middle 
Business stocks, money supply, bank loans, month of the quarter. ‘Treasury bill and 
consumer credit and gold stock show bond rates are average for month or year. 
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ARAB LEAGUE 


Oil Conference—A second Arab oil 
conference will be held in Beirut in 
mid-October. Unlike the first, in Cairo 
in April, 1959, it will be attended by 
Iraq. The “ arabization”’ of the oil 
industries in Arab states will probably 
be one of the main subjects discussed. 


ARGENTINA 


Investment “ Race” ?—During his 
visit to Europe in July the President, 
Dr Frondizi, said that he would like 
to see a race between the Common 
Market countries, Britain and America, 
to invest in the country. He thought 
that British industrialists had been slow 
to take advantage of the opportunities 
available there. It has been revealed 
that Shell is planning a new £30 millions 
investment operation in Argentina, while 
Imperial Chemical Industries has an- 
nounced that its South American sub- 
sidiary is to build a £5.75 millions 
polythene plant. 


IFC Investment—A $22.3 millions 
project to extend and modernize a steel 
rolling mill and a wire mill was an- 
nounced early last month. The Export- 
Import Bank will invest $5.6 millions 
and the International Finance Corpora- 
tion $3.7 millions—the remainder will 
come from the sale of shares in the 
company and credits from suppliers and 
others. The IFC investment will be in 
unsecured dollar notes at 10 per cent, 
maturing between 1965 and 1970. They 
may be converted later into 8 per cent 
participating preferred shares. 


AUSTRALIA 


Public Works Cut— The Federal 
Government has refused to approve an 
increase of more than £A12 millions in 
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the loan-financed public works pro- 
grammes of the states governments in 
the year to June 30, 1961. ‘The states 
had put forward plans for additional 
expenditure of £A93 millions, raising 
the total to £A418 millions. But the 
Federal Treasurer, Mr Holt, pointed 
to the danger that excessive compe- 
tition for labour and materials would 
force up costs and add to the inflation. 
He also said that the domestic loan 
market had weakened and was expected 
to yield £A30 millions less in the current 
year than in the previous one. 


Imports Leap Ahead—The financial 
year 1959-60 ended on June 30 with a 
surplus on visible trade account of only 
£A13 millions, which was even smaller 
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than those of the two preceding years. 
Exports rose by {£A133 millions to 
£A942 millions, the second highest 
figure on record. Imports rose even 
more sharply, partly due to the lifting 
of the official ceiling earlier this year. 


Advances Record—The advances of 
the trading banks rose to the record 
level of £A1,000 millions in May. The 
growth of imports and the general buoy- 
ancy of business activity has stimulated 
the demand for bank credit. The central 
bank has eased reserve requirements a 
little because of the seasonal pressure on 
bank liquidity, but this is regarded as 
only a temporary departure from the 
general policy of curbing bank lending. 


AUSTRIA 


EFTA Imports Increased—Following 
trade talks with other members of the 
European Free Trade Association, Aus- 
trian import quotas will be revised to 
allow an increase of £7 millions in 
imports from them. 


Ministerial Change — Dissension 
within the Coalition Government over 


financial and economic policies is said 
to have resulted in the replacement of 
Dr Kamitz as Minister of Finance by 
Dr Heilingsetzer, head of the depart- 
ment mainly responsible for budget 
affairs. ‘The new Minister indicated that 
he will continue the credit restraint 
policy of his predecessor to combat 
inflation. 


CANADA 


Domestic Demand Sluggish—Personal 
expenditure fell in the second quarter 
of the year, the only such decline be- 
tween the first and second quarters 
recorded since the war. Business invest- 
ment also fell, but this overall decline 
in domestic demand was offset by an 
increase in exports. 


CENTRAL AFRICAN 
FEDERATION 


Tariff Protection—A new trade pact 
has been concluded with South Africa. 
The net effect is to strengthen the tariff 
protection given to local industries 
against competition from the Union. 
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HP Restrictions—The country’s hire- 
purchase finance houses have been 
brought within the scope of a variable 
liquidity ratios system. A new Federal 
Bank Act requires such firms that 
accept deposits from the public to be 
registered and to maintain a minimum 
liquidity ratio, equivalent to 15 per cent 
of their deposits. 


Budget Benefits—The budget state- 
ment for 1959-60 provided for an in- 
crease in old-age pensions and a reduc- 
tion in the price of maize that will 
bring about an appreciable cut in the 
cost of living of the African population. 


CUBA 


Refineries Expropriated—The refusal 
of the international oil companies to 
allow their refineries to handle the crude 
oil Cuba has agreed to purchase from 
Russia has led to a major clash with 
the United States. ‘The Castro Govern- 
ment seized the refineries of the Royal 
Dutch Shell, Standard Oil of New 
Jersey and the Texaco groups; America 
retaliated by halting purchases of Cuban 
sugar at the preferential price of 54 
cents a pound, which is almost double 
the current world price—and by threat- 
ening the use of other sanctions if the 
Cuban authorities do not reverse their 
action. The value of the assets expro- 
priated by Cuba is put at more than 
$150 millions. 


CYPRUS 


Final Agreement—The prolonged dis- 
pute over the size of the future British 
bases having been resolved, the formal 
independence of the republic is being 
proclaimed on August 16. It will be a 
member of the Commonwealth until a 
vote on the constitution is taken by the 
new Assembly. Britain has undertaken 
to provide financial assistance amount- 
ing to £15 millions in the next five years. 


EUROPE 


Crude Oil Pipeline—A 24-inch pipe- 
line, costing £10 millions and capable of 
carrying 834 million tons of crude oil a 
year from Rotterdam to refineries in 
Western Germany, over 185 miles away, 
came into operation at the end of June. 
It is the first such international pipeline 
in Europe; 40 per cent of the shares of 
the operating company belong to the 
Royal Dutch/Shell Group, 40 per cent 
to Mobil Oil and 20 per cent to the 
California Texas Oil Corporation. It 
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will supply Shell’s new. refinery at 
Godorf, the Caltex refinery at Wessel- 
ring and a refinery at Gelsenkirchen. 


OECD ?—Ministers of the 18 OEEC 
countries and of America and Canada 
met in Paris last month to continue 
discussions on the Organization for 
Economic Co-operation and Develop- 
ment—the proposed body to succeed 
OEEC. 

Unwanted Coal—The annual report of 
the OEEC’s coal committee points out 
the grave situation in the European 
coal industry as a result of the excess of 
supply over demand. Coal consumption 
in OEEC countries fell by 6 per cent 
during 1958 and 1959. The level of 
demand in 1960 as a whole is not ex- 
pected to be lower than last year. 


FRANCE 


More Imports Freed — With the 
balance of payments continuing to be 
very favourable, there was a further 
relaxation of restrictions on imports 
from OEEC countries and the dollar 
area at the end of June. This brought 
the proportion of trade liberalized to 
over 92 per cent for both areas. It was 
also revealed that some $24 millions had 
been paid to the US Export-Import 
Bank to settle instalments on two post- 
war reconstruction loans that were not 
actually due until 1962, 1963 and 1964. 


New Investment Fund—One of the 
country’s leading banks, the Union 
Européenne Industrielle et Financiére, 
has announced that it has formed, with 
a number of foreign banks and French 
insurance companies, a new investment 
fund with an initial capital of 24 million 
new francs. 


GHANA 


Aluminium Rolling Mill—A new {1 
million aluminium rolling mill is being 
installed by Ghana Aluminium Products 
adjacent to its present factory at Tema. 
It will start to operate in 1962 and is 
expected, ultimately, to satisfy the whole 
of Ghana’s requirements of aluminium 
sheets, with a margin for export. 


INDIA 


Third Five-Year Plan—A draft outline 
of the Third Five-Year Plan due to start 
in April, 1961, has been published by 
the Government. It is hoped that 
expenditure of Rs 102,000 millions will 
increase the national income by a third. 


More Development Loans — New 








credits totalling DM 30 millions and 
£10 millions have been promised by 
Germany and Britain towards meeting 
the cost of the current development 
programme. Russia has promised sub- 
stantial assistance in building atom 
plants and in developing the country’s 
oil resources. 


Cut-Price Oil—An agreement reached 
last month provides for the sale of 
Russian crude oil to India at below 
world market prices. British and Ameri- 
can refineries in the country have refused 
an Indian Government request to handle 
it. In reply, Burmah Shell has offered a 
73 per cent reduction on crude oil 
supplies from the Persian Gulf and 
Standard Oil has offered a similar price 
concession. 


IRAN 


New Steelworks—An Anglo-German 
consortium has agreed to construct a 
large integrated steelworks in northern 
Iran costing about £70 millions. 


IRAQ 


No Instalments for IMF Quota—The 
Ministry of Finance has announced that 
the additional contribution to the Inter- 
national Monetary Fund, involved in the 
raising of Iraq’s quota from $8 millions 
to $15 millions, will be transferred in 
one operation this year. Iraq had asked 
to make the payment in five annual 
instalments, but the Fund ruled that it 
was so modest in relation to Iraq’s 
external assets that this could not be 
permitted. 


IPC to Pay More—The Iraq Petroleum 
Company and the Iraq Government Oil 
Board are said to have agreed, in July, 
to an increase in Iraq’s oil revenues of 
about £3-4 millions per annum. Certain 


contentious issues outstanding since 1955 
were also discussed. 


IRISH REPUBLIC 


Interest Rates Up—The raising of the 
British Bank rate in June was quickly 
followed by a general hardening of rates 
in Eire. The Bank rate itself was stepped 
up from 4? to 54 per cent and the 
ordinary overdraft rate increased from 
64 to 6}? per cent. 


Venezuelan Visit— The Venezuelan 
Minister of Labour visited Dublin to- 
wards the end of June to encourage 
closer relations with Eire, including the 
development of a trans-shipment port 
on the Shannon Estuary for use by 
super-tankers bringing iron ore and oil 
from Venezuela to Europe. 


ISRAEL 


Loan for Ports ?>—The Governor of the 
Bank of Israel and the head of the 
Finance Ministry visited Washington in 
July to discuss with the World Bank a 
possibJe credit to finance the construc- 
tion of a new Mediterranean port at 
Ashdod and the expansion of ports at 
Eilat and Haifa. 


New Polyethylene Plant—The estab- 
lishment of the country’s first poly- 
ethylene plant at a cost of $5 millions, 
following an agreement between the 
Government and an American investor, 
Mr Virgill Stark, will, itis hoped, provide 
a basis for an Israeli plastic industry. 


JAPAN 


New Trade Agreement—New Anglo- 
Japanese trade arrangements, signed in 
London last month, will reduce British 
import discrimination against Japan and 
increase Japanese global import quotas 
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of cars, crawler tractors, machine tools, 
wool textiles, glass and many other 
items. British exporters could increase 
their sales by up to £34 millions this year. 


Ex-Im Loans—The US Export-Import 
Bank has granted Japan two loans 
totalling $52 millions to finance the 
purchase of American raw cotton and 
to help the expansion of the motor car 
industry. 


MALAYA 


Trade Liberalization—The Federation 
Government has removed all remaining 
restrictions on imports from the dollar 
area, OEEC countries and Czecho- 
slovakia, in view of the improved balance 
of payments. 


—And Boycott—An official ban has 
been imposed on purchases of goods of 
South African origin with effect from 
the beginning of August as a protest 
against the Union’s apartheid policies. 


MAURITIUS 


Disaster Relief—Britain has under- 
taken to provide financial assistance of 
up to £6.33 millions to repair the recent 
hurricane damage. The position will be 
reviewed after 18 months to consider 
what further assistance is required. 


MEXICO 


Petro-chemical Industry—The Direc- 
tor of Petroleos Mexianos has stated that 
by 1962 Mexico will have 28 petro- 
chemical plants, of which half are already 
under construction. The petro-chemical 
industry would be separated from his 
own organization and operated directly 
by the State, but private enterprise 
would be responsible for three of the 
new plants. 


NETHERLANDS 


Anti-inflation Measures ?>—An OEEC 
report recommends Government action 
to curb inflation, pointing out that 
demand is increasing faster than pro- 
duction. 


NEW ZEALAND 


Decimal Coinage Proposals — The 
Finance Minister, Mr Nordmeyer, ex- 
pects that the adoption of a decimal 
coinage will be discussed during the 
next session of Parliament. He added 
that the Government is anxious to obtain 
conformity with other Commonwealth 


countries, but the Dominion may have 
to proceed alone. 


Bank Control Tightened — Reserve 
requirements imposed on the com- 
mercial banks were tightened up in the 
second quarter of the year, seemingly 
because of growing official concern 
about inflation. Although bank deposits 
have risen during the past year to record 
levels, advances show no net increase. 


NICARAGUA 


World Bank Loan—The World Bank 
has approved a loan of $12.5 millions to 
finance an expansion of electric power 
supplies. It will cover most of the 
foreign exchange cost of projects—some 
$21 millions in all. 


NIGERIA 


Central Bank Report—The first report 
of the central bank of Nigeria covering 
the period from its inauguration in July, 
1959, to the end of March, 1960, points 
out that only two Government loans 
have so far been issued and goes on to 
refer to the establishment of effective 
arrangements for dealings in Govern- 
ment securities and company shares. 
The practice of making periodic issues 
of ‘Treasury bills launched in April will 
continue, offers being made at approxi- 
mately monthly intervals. 


Co-operation with Israel—Extensive 
economic collaboration with Israel after 
Nigeria secures its independence in 
October was agreed upon during a visit 
by the Federal Finance Minister, Mr 
Okotie Ebo, to Tel Aviv in June. ‘Israel 
will assist Nigerian industrialization 
through the provision of capital goods 
and technical knowledge. 


NORWAY 


Beware Inflation—An OEEC report 
suggests that expansion in 1960 will be 
as fast as it was in 1959, when the gross 
national product increased by 5 per cent. 
It says that prices should remain stable, 
but points out that Norway must main- 
tain a high investment ratio and that, to 
do this without inflation, the authorities. 
must ensure that savings continue at a 
high level. 


PAKISTAN 


Accounting Alterations—The Govern- 
ment is not satisfied with the official 
accounting system and radical changes 
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will be made after consultations with 
foreign experts. 


ECGD Loan—Britain has offered an 
immediate loan to Pakistan of £5 mil- 
lions under Section 3 of the ECGD Act, 
to be spent on imports from Britain. 
This will enable the Pakistan Govern- 
ment to make an early start on industrial 


development projects in the Second 
Five-Year Programme. 
Import Relaxations—Offcial import 


arrangements for the second half of 
1960 placed industrial raw materials and 
essential consumer goods on open general 
licence. There will also be some relaxa- 
tion of restrictions on the import of less 
essential consumer goods. 


Industrialists’ Mission—Teams of in- 
dustrialists are to be sent to Europe to 
induce investors to participate more ac- 
tively in industrialization of Pakistan’s 


economy. 


PANAMA 


New Stock Exchange—Efforts to open 
- a Stock Exchange for the Republic this 
year, to regulate and centralize trading 


in stocks and shares, are going ahead. 
Dealing wili be restricted to registered 
brokers; hitherto banks and private in- 
dividuals have traded directly with one 
another. 


SOMALIA 


New Republic—Somalia became com- 
pletely independent at the beginning of 
July following the termination of Italian 
trusteeship. The new republic is to 
include British Somaliland which ceased 
to be a British protectorate a few days 
earlier. ‘The Minister for Industry and 
Trade has said that the new state will be 
able to overcome its economic problems 
with some outside assistance. 


SOUTH AFRICA 


Capital Outflow—Reserves fell by £7.3 
millions in one week at the end of June, 
but this has been attributed by the 
Reserve Bank mainly to seasonal and 
other temporary factors. 


Referendum Date—Dr Verwoerd, the 
Prime Minister, has announced that the 
date of the referendum to decide whether 
the country should become a republic 
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IMPORTANT BONUS | 
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THE PLANET BUILDING SOCIETY 


10 
4 /o 


on 


P.A. BONUS TO INVESTORS 


will be paid in January 1961 for the 6 months from Ist July 1960 
the whole of the existing share capital and also on new 


investments made in the immediate future, providing shares are not withdrawn 
before 31st December 1960. This Bonus increases the yield from 34% to 


A SOUND INVESTMENT 


Assets £12,000,000 
Reserves exceed £500,000 
The Society itself pays the Income Tax 


and easy 


Established 1848 
Write, telephone or call for full details 


The Planet Building Society 


Planet House, Finsbury Square, London, E.C.2 Telephone: MONarch 8985 


(Member of the Building Societies Association) 
BRANCHES AT: CHELMSFORD, 


No costs at all on investment or withdrawal—and withdrawal is prompt 


Deposits in the Society are Trustee Investments 


ILFORD, MAIDSTONE, ROMFORD, WORTHING 
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NET, PER ANNUM 
equal to £6.2.5. 
per cent on 
investments tax- 
able at standard 
rate. 

















would be decided by the Nationalist 
Party Congress in August. 


SUDAN 


Irrigation Loan—The World Bank will 
lend the Sudan $15} millions to com- 
plete the Managil Irrigation Scheme 
which is designed to irrigate some 
830,000 acres of land settled By about 
50,000 farmers and their families be- 
tween the Blue and White Nile waters. 


SWITZERLAND 


Common Market Loan Ban Relaxed 
—The official ban on the use of the 
Swiss capital market by Common Mar- 
ket countries has been partially relaxed 
Permission has been given for the raising 
of SwFrs 20 millions to finance the 
Mont Blanc tunnel project and for con- 
version issues by Siderurgie Francaise 
and French Railways. 


TANGANYIKA 


Development Programme—Some £6 
millions of the £18 millions that will be 
needed over the next three years to 
finance the development programme has 
been guaranteed by the Colonial De- 
velopment and Welfare Fund. Another 
£1.5 millions will be covered by an 
Exchequer loan. It is hoped that local 
sources and international organizations 
will provide the balance. 


TURKEY 


Future Economic Policy — General 
Gursel’s provisional government formu- 
lated the principles of an economic 
policy of stabilization and development 
at the end of June. The 1958 stabiliza- 
tion programme will be continued, but 
there will be stricter control of bank 
credit; all future capital investment will 
have to be made within the framework 
of a long-term plan to be drawn up with 
the assistance of foreign experts and 
international bodies. There is no ques- 
tion of a devaluation and all foreign 
exchange commitments will be met with- 
out delay. Existing quota and liberaliza- 
tion schemes regarding essential imports 
will be maintained. The Finance 
Minister, Mr Alican, pointed out that 
after allowing for American aid already 
arranged, there would be a foreign ex- 
change deficit of some $90 millions 
in 1960, indicating that further foreign 
assistance may be needed fairly soon. 


Export Drive—The Government has 
announced the formation of an Export 
Promotion Centre to assist exporters to 
enter new markets and expand their 
sales in existing ones. ‘The new insti- 
tution will provide information about 
export markets and know-how, the lack 
of which is said to have been a big 
handicap to the export trade. 


UNITED ARAB REPUBLIC 


Anglo-UAR Trade—The report of the 
British Trade Mission which visited 
Egypt in March, under the chairmanship 
of Mr George Nelson of English Electric, 
points out that opportunities exist for a 
steady increase in exports to the re- 
public. A UAR trade mission visited 
Britain in June to examine the possi- 
bility of enlarging trade. 


USSR 


Increased Trade—The annual review 
of Anglo-Soviet trade resulted in an 
agreement to increase quotas for the 
exchange of machinery and consumer 
goods during the coming year. 


Director’s Opinion—When a mission 
from the British Institute of Directors 
returned early in July from a visit to 
Russia, its leader, Mr H. C. Drayton, 
stated that Russia wanted to enter into 
long-term contracts that could double 
trade between the two countries. 


VENEZUELA 


IFC Loan—The International Finance 
Corporation has agreed to invest $3 
millions in Siderurgica Venezolana to 
expand the company’s facilities for 
producing steel. 


WORLD BANK 


President’s Tour—Continuing his tour, 
Mr Eugene R. Black, President of the 
World Bank, will visit Sweden, Norway 
and Denmark this month, having been 
to Iceland, Finland and London in July. 


YUGOSLAVIA 


Orders for Britain—One of the coun- 
try’s major importing and manufacturing 
organizations, has placed further orders 
for tractors and farm implements with 
the Massey-Ferguson company to the 
value of £3} millions. A subsidiary of 
Courtauld’s—Luna—has secured a con- 
tract worth more than {£2 millions to 
supply plant and equipment to produce 
acrylic fibre. 
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APPOINTMENTS AND RETIREMENTS 


Bank of Adelaide—Sir Robert George has 
been appointed a London director. 
Bank of Scotland—Mr T. R. Craig and 
Mr C. F. J. Younger have been appointed 
ordinary directors. 
Barclays Bank—Head Office—Inspection 
Dept: Mr G. H. Barber to be district 
inspector, Southampton Inspection Dist, on 
retirement of Mr E. C. Hammond; Advance 
Dept: Mr E. Wood, from Parliament St, 
York, to bea controller of advances ( London 
Dist). Bradford Foreign Branch: Mr K. B. 
Lucking to be manager on retirement of 
Mr E. V. Winterburn. Birmingham, Tyburn: 
Mr H. M. Thomas, from Erdington, 
Birmingham, to be manager on retirement 
of Mr E. F. Griffith. 
British Bank of the Middle East—Sir 
Neville Gass and Mr H. Musker have 
joined the board; Mr Musker continues as 
general manager. 
British Linen Bank—Head Office: Mr R. 
Scott to be chief inspector. Edinburgh, West 
End: Mr F. F. Kellow to be manager on 
retirement of Mr J. H. Martin. 
Clydesdale & North of Scotland Bank— 
Head Office, Trustee Dept: Mr R. Clark to 
be assistant trustee manager. Aberdeen, 
Kittybrewster: Mr J. Cumming, from Mon- 
trose, to be manager on retirement of Mr 
G. M. Glashan. Giffnock: Mr J. R. Soutter, 
from Pollokshaws, Glasgow, to be manager 
on retirement of Mr J. S. Ba 
, District Bank—Foreign Dept: Mr R. C. 
Crompton to be assistant foreign manager. 
London, 75 Cornhill: Mr D. W. Edge to be 
manager, Securities Dept. Blackburn: Mr 
F. L. Bower, from Crewe, to be manager. 
Clitheroe: Mr A. W. Gowling, from Chorley, 
to be manager. 
Lloyds Bank—Head Office, Organization 
Dept: Mr E. J. Hitchiner, from Liverpool, 
to be an ow (organization). London, 
Crouch End: Mr J. A. Nurse, from South 
Kensington, to be manager on retirement of 
Mr H. W. Belcher. Amesbury: Mr F. G. E. 
Gyngell to be manager on retirement of 
Mr E. J. Linnell. Braintree: Mr H. S. 
Lienard, from Enfield, to be manager on 
retirement of Mr J. S. H. Nott. Burgess 
Hill: Mr J. N. Trethowan, from Cranleigh, 
to be manager on retirement of Mr F. S. 
Megrah. Holyhead: Mr R. E. Williams, 
from Llandudno, to be manager on retire- 
ment of Mr G. W. Hughes. 
Martins Bank—Liverpool—Childwall Five 
Ways: Mr H. S. Judge, from West Derby, 
to be manager; Victoria St: Mr W. O. 
Davies to be manager; Toxteth: Mr K. 
Macdonald, from St Luke’s, Southport, to 
be manager. Southport, St Luke’s: Mr A. E. 
Knight to be manager. 
Midland Bank—Head Office: Mr S. T. 
Graham, from Holborn Circus, to be a 
superintendent of branches in succession to 
Mr G. A. Eden; Mr J. J. Stockdale, from 
Dale St, Liverpool, to be a superintendent 


of branches in succession to Mr C. Parmley. 
London—Premises Dept: Mr F. L. Tattersall 
to be deputy manager; Cornhill: Mr G. A. 
Eden to be manager on retirement of Mr 
C. D. Lawrence; Finchley Rd: Mr D. J. 
Ireland, from Sudbury, Middlesex, to be 
manager on retirement of Mr R. Rendell. 
Alston: Mr J. C. Burra, from Maryport, hy 
be manager on retirement of Mr J. 
Maughan. Barnoldswick: Mr F. H. Cen 
to be manager on retirement of Mr A. 
Whinray. 

National Bank—Sir Ivone Kirkpatrick has 
been appointed a director in succession to 
Rear-Admiral Sir Matthew Slattery, who 
will remain as an advisory director in an 
honorary capacity. 

National Provincial Bank—Mr C. E. 
Jewell, an assistant general manager, is to 
retire at the end of July. Advance Dept: 
Mr J. E. Ratcliffe to be a controller. London 
—Park Lane: Mr E. J. W. Buckler, from 
Advance Dept, to be manager; Piccadilly : 
Mr K. J. Cruickshank, from Park Lane, to 
be deputy manager; Tottenham Court Rd: 
Mr S. F. Jackson, from Piccadilly, to be 
manager; Warwick Gdns: Mr E. H. D. 
Scrutton to be manager on retirement of 
Mr J. H. James. Bath, Old Bank Branch: 
Mr G. E. Austen, from Bideford, to be 
manager on retirement of Mr J. H. Browne. 
Bideford: Mr R. Wadham, from Blandford, 
to be manager. 


Thompson has been appointed director on 
the retirement of Mr G. Brock. 
Royal Bank of Scotland—Mr J. O. Blair- 


Cunynghame has been appointed a joint 


deputy chairman. Glasgow, Cowcaddens: 

Mr D. MclIsaac Martin, from Possilpark, 
Glasgow, to be manager on retirement of 
Mr P. Bennett. 

Westminster Bank—Mr W. L. Crossley, 
from Leicester Chief Office, has been 
appointed an assistant general manager on 
retirement of Mr E. J. Taylor. Head Office: 
Mr J. N. Chilcott, Mr J. H. Gray, Mr 
F. N. Huckson and Mr E. D. Morton to be 
controllers’ assistants. Westminster Foreign 
Bank: Mr N. F. Ayres, from Paris Office, 
to be assistant manager at Brussels Office. 
Overseas Branch: Mr F. 'T. A. Smith to be 
chief manager; Mr. G. West and Mr G. W. 
Parkinson to be managers; Mr A. L. Goodall 
and Mr C. L. Finnis to be regional managers; 
Mr E. R. P. Hughes, Mr D. V. Little, 
Mr D. H. Foskett, Mr B. D. Campbell and 
Mr E. C. Nicholls to be assistant managers. 
London—Baker St: Mr T. J. W. Whiting, 
from Portman Sq, to be manager on retire- 
ment of Mr C. H. Bailey. Cannon St: Mr 
L. D’A. Drayton, from Lombard St, to be 
manager; Curzon St: Mr G. A. Cozens, 
from Park Lane, to be manager; Deptford: 
Mr J. Walden, from Mincing Lane, to be 
manager; Euston Rd: Mr L. J. Silburn, 
from Harrow Rd, to be manager on retire- 


ment of Mr A. H. Moore. 
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BANKING STATISTICS 


Banking Trends since World War I* 


Averages Net Deps Liquid Assets TDRs Investments Advances 
of Months: {mn {mn + {mn {mn {mn 7 
1921 Pe 680 38 325 833 
en: 6: aoe 658 391 750 42 
ae. os: ae 581 356 761 
ree Ft 545 341 808 
‘+: oe 539 286 
1,615 532 265 
1,661 553 254 
1,711 584 254 
1,745 568 257 
1,751 596 258 
1,715 301 
1,748 348 
1,909 537 
1,834 560 
1,951 615 
2,088 614 
2,160 643 
2,225 652 
2,218 


2,181 
2,419 
2,863 
3,159 
3,554 
4,022 
4,551 


4,932 
5,463 
5,713 
5,772 
5,811 
5,931 
5,856 
6,024 
6,239 
6,184 
6,012 2,218 
6,138 2,256 
6,330 2,256 
6,617 2,277 


1959: June 17 = 6,471 2,192 
June 30 6,655 2,270 

July .. 6,645 2,283 
Aug .. 6,637 2,280 
6,723 2,340 

6,869 2,477 

6,860 2,419 

7,043 2,543 

7,165 2,628 


7,041 2,541 
6,803 2,296 
6,683 2,218 
6,766 2,262 
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1,812 

1,811 j 

1,802 : 2,697 
1,790 ‘ 2,737 
1,729 ; 2,803 
1,729 2,849 
1,720 2,917 
1,710 2,961 


Special 1,698 2,946 
Deposits 1,618 22.7 3,030 
st im - 2.3 318 
‘ny 1,439 20.0 3,207 
y.. 6,746 2,244 5.8 1,045 20.0 3,237 
June 15 6,794 2,253 Os: 29% 092° 2S 
June 30 6,963 2,292 0.3 20° 44a - 3m 


* Ten clearing banks for 1921-35, thereafter eleven. + Ratios to gross deposits. 
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Trend of * Risk ’’ Assets 
(£ million) 





























June 15, 1960 - Change in + 
% of Year to Monthly Periods* 

Gross June, 1960 — 
Deposits 1960 Mar Apr May June 

Investments: 
Barclays me cs See aes — $3.9 —-36.9 -21.5 - 0.1 + 1.0 
Lloyds re .. 264.9 20.4 — 67.6 —-23.6 - 7.5 - 0.3 —- 3.9 
Midland a 311.6 20.4 — 133.2 —36.6 -14.4 -14.8 -14.7 
National Provincial . LY ED ee ie Bier — 33.4 - 8.5 - 0.5 - 9.8 —-— 4.8 
Westminster . .. 169.8 18.0 — 59.2 - 2.9 - 8.2 = - 0.9 
District ie ues, > Gee eM — 19.1 —- 3.1 —- — 5.4 — 2.1 
Martins an 50.5 15.0 — 23.2 —- 3.7 - 4.8 =o —- 3.0 
Eleven Clearing Banks 1, 376.2 19.2 — 439.8 -117.2 -61.7 -34.0 -28.8 

Advances: 
Barclays adi .. 720.4 44.9 +149.7 +23.6 +13.7 +10.3 + 0.8 
Lloyds Ls .- 582.5 44.9 +118.4 +18.6 + 8.2 + 3.3 + 2.3 
Midland ‘Sj 686.2 44.9 +174.1 +10.3 +15.5 +15.3 + 8.7 
National Provincial . 397.0 46.4 + 66.7 +10.8 +33.8 - 4.5 —-— 5.6 
Westminster . .. 426.9 45.1 + 89.7 + 8.9 +22.3 - 3.1 + 2.2 
District 55 Baas: 46 + 19.5 + 4.4 +1.9 + 4.6 - 0.1 
Martins 157.7 46.8 + 25.9 +3.2 +1.2 + 4.0 - 6.2 
Eleven Clearing Banks 3, 238.5 45.2 +652.2 +81.9 +95.0 +30.0 + 2.0 
Trend of Bank Liquidity* 
1957 1958 1959 1960 
Dec Dec 

Mar Dec Mar 31 Mar Junef 31 Mar Apr May Junef 
7 Yo Yo (o, Lo Yo Yo Yo o Yo Yo 
Barclays BRB ST .e 22 44 OS 38. S29 2.8 Sait. St eee 
Lloyds se @O.7- S253 SID 36.9 °° 235 (32.1. 32.9 31.0 D9. Bit ee 
Midland - eek? 28.0  S3.9. 33.3 °38.4 31.5. i. .t Ws: 2.2 eo 


National Prov 31.1 39.5 34.0 36.0 31.1 33.8 37.0 30.0 30.0 31.5 31.7 
Westminster.. 34.3 39.0 35.4 33.2 32.8 31.7 33.4 33.4 32.3 33.1 32.6 


District ve Oied. OPek “Beie~ 2a.%. Wace B86 32.3 FS.8 eC 32:3 Jen 
Martins ; 6.7 49 335.9 6.2 Ht 31.3 (HS 3.9: Rit Ns Bee 
All Clearing 

Banks 32.6 38.4 33.9 34.6 31.0 32.3 34.3 31.5 31.4 31.6 31.5 


* Cash, call money and bills shown as percentage of gross deposits. + Mid-month make-up, 





Money and Bill Rates 


Mondays: July 20, May 23, June 20, June27, July 4, July 11, July 18, 
1959 1960 1960 1960 1960 1960 1960 
per cent 
Bank rate .. - .. re ae 5f 5 6 6 6 6 


Treasury bills: 
Average allotment rate* 3% 4% 48 5 5H 5 #4 54 
Market’s dealing rate, 
3 months : i: 3S 4h 42 5% 5+ 5% 54 
Bankers’ deposit rate 2 3 3 + + 4 7 
Short money: 


Clearing banks’ minimum 2? 3% 3% 43 43 4 
Floating money . . .. 33-34 444 #£°3%-44 4355 5-54 48-5}. 43-5} 
US Treasury Bill. . .. 3.337 3.497 2.613 2.399 2.307 2.640 2.307 


* Preceding Friday. t Lowered from 44% on 20.11.58. J} Raised on 21.1.60. 
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(£ million) 
Original 
budget 
estimates 
1960-61 
Total Inland Revenue 3,273 
Customs and Excise . 2,409 
Other revenue : 298 
Total ordinary revenue . 5,980 
Debt interest (including sinking fund) 680 
Other consolidated fund x 89 
Supply expenditure .. 4,907 
Total ordinary expenditure 5,676 
Above line surplus or deficit +304 
Net deficit below line -— 622 
of which 
local loans (net lending shown 
minus) .. cs + 56 
loans to state industries, net — 465 
Total deficit . - — 318 


* Plus iadicien increase in receipts or surplus, fall in expenditure or deficit. 


I—The Budget 


Expected 
gain or 

loss* on 
1959-60 


+263 
+127 
- 40 
+350 
- 26 
- 1 
— 405 
— 432 


- 82 
+ 7 


se 
bee 


THE EXCHEQUER FINANCES 


indicates fall in receipts or surplus, rise in expenditure or deficit. 


1953-54 .. 
0, es 
os #EY, 
ee te 


1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 


1959-60 
April-May 


June 


June 


1960-61 
April-May 


Savings 


Certi- 
ficates 


(net) 


+19.0 


—21. 
+13h 


+66. 


+11. 
. +15. 


+135. 
oe 


0 
7 
0 
3 
9 
9 
0 
0 


4 
8 


Defence 


Bonds 


(net) 
+ QO. 
+51. 
+21. 


+2 
— 22 
+117 
+145 


+23. 
+15. 


+15. 
+ 8. 
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Savings Premium 


Banks Bonds 
(net) (net) 
— 79.3 — 

— 35.4 — 

— 80.4 — 

-20.6 +65.0 
-62.4 +80.2 
-55.2 +66.5 
+52.7 +41.1 
+10.3 +11. 
+ 3.3 + 3. 
+15.3 + 7, 
- 49 44 3. 


Il—National Savings 


Total 
Small 


- 60. 


+ 61 
- 39 


+119. 


- 15 


+270. 
+ 306. 


—_ 


53 
13 


a 
“= 


Se 
+ If. 


(£mn: Receipts into Exchequer reported during period) 





Gain or 

April 1, loss* on 
1960, to corresponding 

July 16, period of 

1960 1959-60 

565.6 — 45.4 

663.7 + 23.8 

64.3 - 7.7 

1293.8 — 29.2 

190.3 — 28.6 

26.6 —- 3.2 

1312.6 — 82.7 

1529.5 —114.5 

— 235.8 — 143.7 

— 95.0 + 80.2 

+ 24.6 + 0.9 

— 82.8 + 60.7 

— 330.8 - 63.5 
Minus 

Total 
Accrued Defence Remain- 
Interest Bond ing In- 
(net) Maturity vested® 
0 88.6 —-38.4 6,008.7 
.7 8878 —28.8 6,126.2 
Py eS Py; —-50.8 6,123.6 
2. ag —-38.9 6,240.0 
6 45.9 -17.7 6,272.0 
4 54.4 -10.0 6,582.0 
0 83.5 - 1.7 6,969.0 
ape 5 —- 0.4 6,649.0 
7 5.4 - 0.2 6,692.0 
2 14.0 - 0.2 7,035.0 
4 6.5 —- 0.1 7,054.0 


* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 


Ways and Means Advances: 
Bank of England 


Public Departments 


Treasury Bills: 


Tender 
Tap 





Iii—Floating Debt 
(£ million) 


Beginning of April* 





1958 


239.6 


3,120.0 2,950.0 3,460.0 


1,499.4 1,845.7 


1959 
291.6 


1,986.3 


1960 


215.3 





4,859.0 5,227.9 5,521.0 








Change in three 





July months to 

16, July 16, Fuly 18, 

1960 1960 1959 

229.3 + 16.1 + 63.8 
3,480.0 + 50.0 +140.0 
1,818.3 + 67.9 + 24.4 
5,527.6 +134.0 +228.2 





* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 
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Sterling-Dollar Exchange Rates 












































July 24, May 20, June 24, July1, July 8, July 15, July 22, 
1959 1960 1960 1960 1960 1960 1960 
Official Market 
Spot .. oi ee 2.802 2.803 2.80% 2.803 2.80% 2.80% 
3 months mopm ¥cpm ifcpm ifcpm i*fcpm 1%cpm 1c pm 
Security* 2.793 2.764% 2.783 2.78% 2. et 2.79} 2.793 
* New York market quotations. 
Britain’s Gold and Dollar Reserves* 
(Millions of US dollars) 
Financed by 
Net Gold Official Private 
and Dollar Special Reserves 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balancest 
Quarters Aid Credits Reserves Period 
1946 - 908 = +1123 + 220 2696 194 
1947 — 1431 — +3513 - 618 2079 267 
1948 -1710 682 + 737 - 223 1856 295 
1949 — 1532 1196 + 116 - 168 1688 236 
1950 + 805 762 + 45 +1612 3300 257 
1951 — 988 199 - 176 — 965 2335 508 
1952 - 736 428 - 181 — 489 1846 472 
1953 + 546 307 —- 181 + 672 2518 491 
1954 + 480 152 -— 388 + 244 2762 428 
1955 - 575 114 - 181 — 642 2120 480 
1956 —- 626 66 + 573 + 13 2133 679 
1957 - 419 26 + 533 + 140 2273 602 
1958 +1005 6 - 215 + 796 3069 654 
1959 + 449 — - 782 — 333 2736 719 
1958: 
I + 496 1 — + 497 2770 690 
II + 307 5 - 6 + 306 3076 734 
III + 65 - 21 + 44 3120 731 
IV + ° 137 — - 188 - 51 3069 654 
1959: 
I + 173 — - 103 + 70 3139 784 
II + 206 — - 173 + 33 3172 737 
III + 164 — - 52 + 112 3284 672 
IV —- 94 — — 454 - 548 2736 735 
1960: 
January. - 16 — - 34 - 50 2686 
February . + 50 — - 14 + 36 2722 “a 
March : + 73 — - 14 + 59 2780 897 
I + 107 -—~ - 62 + 45 2780 897 
April + 79 — - 28 + 51 2831 
ay + 42 oe —- 14 + 28 2859 
June + 59 — —- 25 34 2892 “ri 
II + 180 —- — 67 + 113 2892 = 
Main Special Items Detailed 
Receipts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan - : si: ae Canadian loans, etc .. 181 
1948 South African loan io. oa 1954 EPU funding payment . 99 
1956 Sale of Trinidad oil a 177 IMF repayment . 108} 
IMF loan © 561 1958 Service of N Amer loans 188 
1957 India’s IMF loan 200 1959 IMF repayment . Pee 
Return of interest on US IMF subscription .- 162 
104 Repayment of Ex-Im .. 255 


loan 
Eeperttengntt Bank 250 Service of N Amer loans 184 
* Gold and convertible currency from Dec, 1958. + Source: Federal Reserve Bulletin. 
t Remainder of 1947-49 loan repaid in sterling. 
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on-the-spot service 
around the world 


BANK OF 
AMERICA 


NATIONAL TRUST & SAVINGS 


ASSOCIATION 


Incorporated in U.S.A. with Limited Liability 


LONDON BRANCH 
27-29 Walbrook, E.C.4 


WEST END BRANCH 
29 Davies Street, W.1 


MAiN OFFICES 


in the two Reserve Cities of California, 


San Francisco, Los Angeles 
Branches throughout California 


Other Overseas Branches: Manila, Tokye, 


Yokohama, Kobé, Osaka, Bangkok, 
Guam, Okinawa 


NEW YORK 
Bank of America (International) 
A wholly-owned subsidiary 


Guatemala City, Paris, Dusseldorf, Hong Kong, 


Singapore, Kuala Lumpur, Beirut 





3 
MIXTURE 
AS. 
NEVER® 


BEFORE 


Many a man who smokes a pipe has never 
smoked Exmoor Hunt in it. And that, 
Exmoor being what it is, is a great shame. 
We think you’d enjoy Exmoor Hunt as 
you’ve never enjoyed tobacco before. We 
could be prejudiced, of course, but there 
are lots of people besides ourselves who 
feel the same way about it. 

Exmoor Hunt is a mixture. A remarkably 
good mixture. Popular. And deservedly so. 


% Not that there’s anything new about Ex- 
moor Hunt. It is simply an extra-mellow 
mixture of fine quality tobaccos blended with 
more than ordinary skill. Try it. We think 

— . Exmoor would soon 
stake its claim to 


. Jour very best pipe. 


CATER 


3 : BroadorMedium Cut 
: | oz — 4/94 
| 2ozs—9/7 


EXMOOR HUNT 


THE EXTRA-MELLOW MIXTURE 


EX! 
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FALCON 
TRUST 





Falcon Trust offers modern, trouble-free, investment for 
investment advisers and private investors. Each shareholder 
participates in the activities of over 140 British ana Common- 
wealth companies, through a single share certificate. A wide 
spread of investment increases the safety factor. 

Shares are easy to buy —and to sell. 

Prices are quoted daily. 

Net income is distributed twice yearly. 
Assets of the Trust exceed £6.350,000. Formed in January 
1960, Falcon Trust has over 63,000 shareholders. 


FALCON TRUST 


Certified by the Board of Trade to be an authorised Unit Trust 


Managers: UNICORN SECURITIES LTD. 


Price per Share on 25th July, 4s. 94d. 
Estimated gross annualyield £4 15s. 2d. Members of the Association of Unit 
Trust Managers. 


(calculeted in accordance with Board Tventee 
; WESTMINSTE 
of Trade requirements). R BANK LTD. 


Full particulars from: DILLON WALKER & CO. LTD.; DEPT. FD. 3 
(Share distributors for Falcon Trust), WATLING HOUSE, 12-16 WATLING ST., LONDON, E.C4 
or from any branch of the Westminster Bank. 
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INDUSTRIAL AND 


COMMERCIAL FINANCE 


CORPORATION 


Set up by the English and Scottish Banks in 1945 to 
provide long-period loans and share capital to businesses 
with no ready access to the capital market. 


The 15th annual general meeting 
of Industrial and Commercial 
Finance Corporation Limited was 
held on July 14 in London. 

The following is an extract from 
the Chairman’s circulated state- 
ment: 

During the twelve months ended 
March 31, 1960, the total value of the 
Corporation’s portfolio, less pro- 
visions, increased by £2,667,168 toa 
figure of £38,365,778 (£35,698,610 
at March 31, 1959). Commitments 
at the same date amounted to 
£2,313,367 (£2,495,204). 

The volume of new business 
transacted was up by £1,357,000 at 
£6,374,000. 

The profit for the year, before 
interest and tax, was £2,825,922, 
compared with £2,518,561 for the 
previous year, am increase of 
£307,361. After interest and tar 
the balance available is £1,065,155 
(£795,177). Adding the surplus 
brought forward the amount for 
disposal is £1,215,450. From this 
sum the issue expenses and dis- 
count on the Debenture Stock, 
amounting to £309,544, have been 
written off; and the Directors 
recommend the payment of a divi- 
dend of 6 per cent. (as last year) 
on the paid-up share capital. This, 
if confirmed at the Annual General 
Meeting, will absorb £551,250; the 
sum of £200,000 will go to General 
Reserve, raising it to £4,000,000, 
leaving £154,656 (£150,295) to be 





The Chairman: 
The Rt. Hon. 
Lord Piercy, C.B.E. 


carried forward. 

As foreshadowed in my last year’s 
statement, and indeed shortly after 
its appearance, the Corporation 
raised £10 million from the market 
upon a 54 per cent. long term 
debenture at 984. The issue was 
well received. 

One consequential change in the 
accounts is the reduction of the 
item Loan from Shareholders to 
£15 million, previously £19 million. 
Another is the liquid appearance of 
our hitherto illiquid balance sheet, 
This in some degree is temporary; 
in the immediate future, with a 
period of stringency ahead, it will 
give the Corporation a welcome 
latitude. 

Though customer conditions were 
not uniformly bright, the picture as 
a whole was. sound, and this is 
illustrated by the analysis of audited 
annual reports received during the 
12 months ended March 31, 1960. 
This sample of 368 companies 
showed sales of £252 million and 
profits of £14 million, the former 
figure 4.5 per cent. up, and the 
latter 5.1 per cent. down, on the 
results of the preceding 12 months’ 
accounts. 

The volume of applications was 
the largest for five years. 

A welcome feature was an in- 
crease in the volume of Scottish 
business, which this year for the 
first time exceeded £750,000 within 
the year. 





Copies of the Annual Report are available from the Secretary: 
7 Drapers’ Gardens, London, E.C.2. 
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The British Bank of the 
Middle East 





EXPANSION OF BUSINESS 


The seventy-first annual general meeting of The 
British Bank of the Middle East was held on 
June 28 in London, Sir Dallas Bernard, Bt., 
chairman, presiding. 

The following is an extract from his circulated 
statement for the year ended March 31, 1960:— 


Since our last meeting, Mr. F. Hale and 
Mr. S. J. Pears have resigned from the Board. 
Mr. Hale joined the Bank in London in 1907. 
After. 21 years overseas he was appointed 
Manager in London, from which post he retired 
in 1947. He was then invited to join the Board 
and continued to give us the benefit of his long 
experience. We are grateful to him for his 
valuable services to the Bank over a period of 53 
years and he carries our best wishes in his well- 
deserved retirement. Mr. Pears, who joined the 
Board in 1951, has recently been very busy with 
duties connected with the Institute of Chartered 
Accountants and this and the pressure of other 
work obliged him to ask us to accept his resigna- 
tion. We much regret that we should have had to 
lose the benefit of his advice in our deliberations 
and wish to record our gratitude for the assistance 
he gave to the Bank while he served on the Board. 


AN IMPORTANT ALLIANCE 
1959/60 was an important year for us because 
during it we made an alliance with The Hongkong 
and Shanghai Banking Corporation who made 
an offer to our shareholders. The offer, which 
was recommended unhesitatingly by your Board, 
was accepted by shareholders holding about 
993 per cent. of our issued shares, 


Subsequently, the Chairman and Deputy 
Chairman of the London Advisory Committee of 
The Hongkong and Shanghai Banking Copora- 
tion, Sir Arthur Morse and Mr, S. W. P. Perry- 
Aldworth, have joined our Board, while I myself 
and Sir Alec Kirkbride have become members of 
the London Advisory Committee of The Hong- 
kong and Shanghai Banking Corporation. 

The new alliance does not presage any altera- 
_tion in the way in which we conduct our business 
or in our relations with our customers or staff. 
We are continuing to operate as a self-managing 


entity, but shall be all the stronger for having 
behind us the large resources of The Hongkong 
and Shanghai Banking Corporation group. 


CHANGES IN ACCOUNTS 

Our accounts this year are presented in a 
different grouping to meet the requirements 
brought about by our membership of the group. 
A major change is that last year Confirmed 
Credits, Guarantees and Endorsements amounted 
to £14,978,954 and this was included as an 
integral part of the accounts on both sides above 
the line. This year this item, which represents 
Contingent Liabilities, is not included in the 
accounts, but is mentioned in a footnote, thus 
reducing the balance sheet totals. Our balance 
sheet total this year on the new basis is 
£92,881,869, being an increase of £15.5 millions 
on the comparative revised figure for last year. 
This is accounted for by an increase in our 
Deposits and Ancillary Accounts of £15.4 million 

On the assets side of the accounts, Cash and 
Balances at Banks at £9 million is £1 million less 
and Money at Call and Short Notice at £5.8 
million is £4 million more than last year and 
investments in British and other Government 
securities at £24.6 million are £3 million lower. 


British and other Government Treasury Bills 
at £4.9 million are about the same as last year and 
Trade Bills Discounted at £13.7 million are up by 
£1 million. Advances to Customers and other 
accounts at £26.9 million are up by £5.8 million 
and Confirmed Credits, Guarantees and Endorse- 
ments amount to £18.2 million, an increase of 
£3.2 million over the previous year. 

Our investment in 49 per cent. of the shares of 
The Bank of Iran and the Middle East is now 
fully paid up and stands at £583,333 against 
£300,000 last year. 

Bank Premises stand at £320,505, an increase 
of £40,000. 

MORE STABLE CONDITIONS 
I am glad to say that events in the area where we 


operate have been a little more stable than in the 
preceding few years and the accounts show more 


solid progress. 
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The nett profit after tax of £332,063 compares 
with £331,179 a year ago and a final dividend of 
74 per cent. is recommended which makes a total 
of 15 per cent. for the year, the same as for the 
previous year. The Directors have allocated 
£100,000 to Reserve Account and £50,000 to 
Bank Premises Account. 

The total oil production in all the Middle East 
countries in which we operate was, during 1959, 
218,582,000 metric tons against 204,474,000 
metric tons in 1958, the increase representing 7 
per cent. In view of the known temporary over- 
supplied state of the world market for oil, it is 
satisfactory that there should have been an 
increase in the area in which our interest lies. 

Our thanks are due to our staff, of all 
nationalities, at home and abroad, for their year 
of work which has prodiced the good result and 
expansion of business which I am able to report. 


OVERSEAS INTERESTS 
I will now mention various areas in which we 
are interested. 

Iran: Last year I reported that we had renewed 
our interest in Iran by taking a 49 per cent. 
interest (£583,333 in our balance sheet) in a newly 
formed bank called “The Bank of Iran and the 
Middle East.’’ Founded in Teheran in February 
1959, this bank opened its main Office in a central 
position in Teheran on 6th May and by September 
had opened two branches in the city and a third 
at Khorramshahr, the country’s principal port. 

From the outset the bank developed an active 
business in local and foreign commercial 
banking. It is already well established and has 
developed close and friendly contacts with 
banking correspondents throughout the world. 

We are glad that by taking part in this new 
bank we have been able to contribute to some 
extent to the expanding economy of the country. 
Iran is developing rapidly from complete 
dependence on oil, agriculture and cattle, to an 
economy which includes a diversity of primary 
and secondary industries. Crude oil production 
was 45,392,000 metric tons in 1959 compared 
with 40,415,000 in the 
previous year. 







Aden: The inauguration of the Federation of 
Amirates of the South took place on IIth 
February 1959, and Al Ittihad was proclaimed the 
capital of the new Federation on the 28th 
September. Investment will be required to carry 
out irrigation projects and improvement of 
education in the member states. 


PROGRESS OF BRANCHES 
In India our branch in Bombay continues to 
operate successfully and is a useful link in our 
chain of branches. 
In Iraq our branches at Baghdad and Basra 
have continued to operate throughout the year. 


In Jordan our branches at Amman and 
Jerusalem have had a satisfactory year. 


In the Arabian Gulf our branch at Dubai had a 
satisfactory year and we are in the process of 
opening a sub-branch so that we may be 
established on both sides of the harbour. In 
Kuwait during the past year we have opened two 
more branches, one in the city in Mubarrakia 
Street to serve the merchants and shopkeepers 
established in the surrounding area, and one in 
Hawalli to serve the inhabitants of the suburbs of 
Hawalli, Negra and Salimiyah. Arrangements 
have been made for building permanent premises 
for our Ahmadi Office. Arrangements have been 
made to demolish our present main office and to 
erect a five-floor building on the same site, as 
soon as temporary premises are ready for 
occupation. These are now under construction in 
Fahad Al-Salim Street. When the new main 
Office is completed we shall retain the premises in 
Fahad AlI-Salim Street as a branch office. In both 
Muscat and Sharjah our branches have had a 
satisfactory year. 

In Saudi Arabia our two branches have been 
able to function satisfactorily. 

In Tunisia, our branch in Tunis continues the 
steady progress we expected. 

In the United Arab Republic—in the Syrian 
Region— our Damascus and Aleppo branches 
are continuing their normal operations. 


The report and accounts were adopted. 
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SINGER & FRIEDLANDER 


(Merchant Bankers) 





Encouraging Start to Current Year 


° 





HE 26th Annual General Meeting 

of Singer & Friedlander Limited 

was held on July 6 in London, Sir 
George Rendel, K.C.M.G. (the Chairman), 
presiding. 

The following is an extract from his 
circulated statement: 

You will see from the formal Report 
of the Directors that our consolidated 
Profit before tax was £331,223 compared 
with £309,290 in 1958. 

Net Profits after Tax at £194,002 remain 
practically unchanged. The Preference 
dividend for the year and the Interim 
dividend of 24 per cent. (less tax) on the 
Ordinary share capital absorbed £21,207, 
leaving available £672,922. 

Your Directors have appropriated to 
General Reserve £267,500 and recommend 
the payment of a Final dividend of 54 per 
cent. (less tax) on the Ordinary Shares 
which would amount to £34,867, leaving 
£370,555 to be carried forward. 


Balance Sheet Features 


You will find that the Consolidated 
Balance Sheet total has reached a peak 
figure of £10,438,187 and that Net Assets 
have risen by £294,747 to £2,492,297. 
A substantial proportion of this increase is 
derived from a rise in the Capital Reserve 
of our wholly-owned Investment ‘Trust. 

The book value of our Quoted Invest- 


ments has decreased by £491,294 and it is 
satisfactory that their market value as at 
December 31, 1959, exceeded the book 


value by £562,152. 


The Current Year 


The current year has started well. 
There are, however, definite indications 
that business will become more difficult 
than it has been in the past year. Although 
nobody really expected that the buoyancy 
triggered off by the outcome of the General 
Election could be carried far into 1960, 
there are special reasons for sounding a 
note of caution. ‘The Government has 
reversed its monetary policy from expansion 
to contraction in order to stem the excess 
demand that has undoubtedly been de- 
veloping in the national economy. 

Recent events in South Africa have 
seriously disturbed the confidence of in- 
vestors and have as a result led to a sharp 
contraction in the volume of international 
arbitrage in South African and Rhodesian 
securities, a line of activity in which we 
take a considerable interest. 

Whatever may happen at home or 
abroad, a business like ours lives by adjust- 
ing itself continuously to ever-changing 
conditions and as I said before, results so 
far achieved during the current year have 
been encouraging. 

The report and accounts were adopted. 








GILBART LECTURES, 1960 


UNDECIDED CASES IN 
BANKING 


By MAURICE MEGRAH 


Copies of the Gilbart Lectures for 1960 are available from The Banker, 
Bracken House, 10 Cannon Street, London, -E.C.4, Price four shillings 
(including postage) 
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ISTITUTO MOBILIARE 
ITALIANO «1.M.I.” 


(Italian Finance Corporation) 
Rome, Italy 


HE twenty-eighth Annual General 

Meeting of Istituto Mobiliare Italiano 

(I.M.I.) was held in Rome on June 7, 
1960, under the chairmanship of Mr. 
Stefano Siglienti, to examine and approve 
the Balance Sheet for the fiscal year ending 
March 31, 1960. 

In its report the Board of Directors 
begins by reviewing the general activities 
of I.M.I. during the period against the 
background of the Italian economic situa- 
tion as a whole. Operations carried out by 
I.M.I. accounted for up to 42 per cent. of 
the aggregate amount of all outstanding 
medium- and long-term credit transactions 
in Italy at the end of 1959. 

The encouraging results achieved by the 
country in the economic field during 1959, 
the report continues, make it possible to 
pass from the prudent optimism used in 
interpreting the signs of recovery during 
the last few months of 1958 to a more 
favourable view on the stability of some 
important development factors, and on the 
opportunity that the promising develop- 
ment of the economy offers the country of 
reaching a solution of its long-standing 
structural problems. 

The report goes on to give details of 
I.M.1I.’s activities during the period April 1, 
1959-March 31, 1960. New applications 
received totalled more than Lit.233,200m. 
and not only exceeded the level of the 
27th fiscal year (1958-59) by 27 per cent. 
but also surpassed the peak figures reached 
in the 25th and 26th fiscal years. 

Even more impressive, authorized credit 
operations during the period reached the 
unprecedented level of Lit.161,474m., an 
increase of more than 30 per cent. over the 
preceding period. Lit.157,558m., or 97.6 
per cent. of the funds required, was ob- 
tained by I.M.I. on the Italian capital 
market or abroad, the portion of credit 
operations out of “‘ special loans funds ”’ 
accounting for a very much smaller share. 

The total of Lit.157,558m. included more 
than Lit.19,000m. for export credit opera- 
tions, about Lit.136,000m. for industrial 
plants in Italy, and slightly over Lit.2,000m. 
for an international credit operation carried 
out by I.M.I. together with other European 
credit institutions in favour of the Central 
Bank of Argentina to provide funds for that 
country’s stabilization programme. 

The report further explains that export 


credit operations, with an increase of 6.9 
per cent. over the preceding period, were 
to a large extent based on the co-operation 
agreements signed by I.M.I. with Mexico, 
Brazil, Argentina and Yugoslavia in the last 
few years, thus proving these agreements to 
be workable and effective. I.M.I. also 
materially assisted Italian industrial groups 
in the technical planning and execution of 
international public works projects with 
rewarding results for Italian competitive 
strength in international markets. Particular 
reference is made to Italconsult’s opera- 
tions, to the success of which I.M.I. made 
a decisive contribution. 

In connection with the operations for 
financing industrial plants in Italy, which 
totalled Lit.136,000m., the report points 
out that the estimated cost of plants partially 
financed by I.M.I. amounts to approxi- 
mately Lit.450,000m. This represents a 
large part of the fixed gross investments 
made by the manufacturing industries and 
services (transport and communication in- 
dustries) during 1959 which, according to 
recent official estimates, reached just under 
Lit.1,650,000m. This is the reason for the 
high level of I.M.I. credit operations in 
progress on March 31, 1960. They repre- 
sent in fact a record annual increase with a 
rise of 12.8 per cent. over the preceding 
year, and a total of Lit.780,829m. 

New bonds issued during the period 
under review amounted to Lit.101,500m., a 
33 per cent. increase over the preceding 
period. Consequently bonds outstanding at 
March 31, 1960, reached a total of Lit. 
441,800m., showing a net increase of Lit. 
68,231m. Most of the newly-issued bonds 
(82 per cent. of the total) bear interest at 
5 per cent. against the 6 per cent. rate 
usually offered on all previous issues during 
the last few years. ‘The average interest 
paid on borrowed funds was more favour- 
able (1.15 per cent. lower) and this benefited 
both I.M.I. and, indirectly, borrowers from 
I.M.I., the average rate charged by I.M.I. 
being reduced by 1.35 per cent. at the end 
of the period. 

The assets situation of I.M.I. was also 
very satisfactory. Reserve funds once again 
increased from Lit.36,381m. to Lit.43,197m. 
and net profits rose from Lit.1,733m. to 
Lit.1,847m., the latter figure being con- 
firmed by the profit and loss account which 
sets off Lit.30,250m. under ‘‘ Income ”’ 
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against Lit.28,403m. under “‘ Expenditure.” 

It is accordingly proposed to distribute, 
as usual, a dividend of 8 per cent. on the 
paid-up capital and to appropriate some 
Lit.1,365m. to the reserve funds, which 
thus exceed Lit.44,000m. 

The report, the accounts, and the pro- 
posals put forward by the Board of Directors 
were adopted unanimously. 

The appointment was also ratified as 
members of the Board of Sig. Guido Carli, 
succeeding Sig. Paride Formentini, now 
the President of the European Investment 
Bank, and of Sig. Epicarmo Corbino, who 
succeeded Sig. Ivo Vanzi, formerly chairman 
of the Banco di Napoli. 


NORTHERN COUNTIES 


PERMANENT 


ee BUILDING SOCIETY 
Established (850. Assets exceed £17,000,000. 
3 Reserves over £800,000. 


HIGHER INTEREST 


ka 





They need 
more than pity 


Children like this 
need help. All over 
the country there 
are at this very 
moment thousands 
of children, victims 
of cruelty or neg- 
lect, who can be 
saved by the 
N.S.P.C.C. 

When advising on 
wills and bequests, 
don’ ; forget the 
N.S.P.C.C. 


To help one child costs, on average, £5 


N-S-P-C-C 


Victory House, Leicester Square, London, W.C.2 





_ PREFERENCE (Pais up) SHARES | 


(equal to £5.14.3 where tax is paid 

at Standard Rate). 

You are invited to write for details of our 
Investing and Saving Services. 


“=: DEPOSITS IN SOCIETY ARE TRUSTEE INVESTMENTS : 


ee ee ee 


Head Office : 


2, MARKET STREET, 
NEWCASTLE UPON TYNE, I. 
Telephone: Newcastle 2-9144 


MEMBER OF THE 
BUILDING SOCIETIES ASSOCIATION 





BANCO DI SICILIA 


HEAD OFFICE: PALERMO, ITALY 
COMPARATIVE CONDENSED STATEMENT OF CONDITION 


LIABILITIES 


Capital .. 

Reserves. 

Special Reserves 

Special Finds Reserved 
for Development of 
Sicilian Economy 

Undivided Profits ig 

Deposits and Certificates 
of Deposit . 

Official  Cheiena Out- 
standing , 

Acceptances and Bills 
Rediscounted and Let- 
tersof Credit Outstand- 
ing (as per contra) .. 

Other Liabilities 


Total Liabilities 
Customers’ Securities 
Held for Safekeeping 
(as per contra) 
Securities on Deposit 
with Other Banks (as 
per contra) : 
Foreign Exchange and 
Securities for Future 
Delivery (as per contra) 


Dec. 31, 1959 
Lire 


825,000,000 
6,848,971 ,000 
10,088 ,013,004 
21,804,261 ,611 
700,049,072 
497,518,802,238 
18,045,614,762 


23,751,546,099 
81,377 ,520,977 


Dec. 31, 1958 
Lire 
820,000,000 
6,793 ,694,000 
8 328,413,336 
17,352,953,322 
623,194,859 
470,795,299,003 


16,259,223,455 


17,266,870,068 
90,071 404,911 





. 660,959,778,763 


142,786,455,102 
48,208,799,793 


32,355,153,916 


628,311,052,954 
121,670,842,631 
53,379,304,765 


8,415,206,318 





884,310,187,574 


811,776,406,668 





Cash and Due from 
Banks. 

Securities Owned: 
Government . 
Other Securities Se 

Investments and Partici- 
pations 

Bills and Treasury Notes 
Discounted .. 

Advances in C urrent 
Accounts = 

Loans Against Securities 

Long-Term Loans i 

Banking Premises and 
Real Estate . 

Acceptances and Bills 
Rediscounted and Let- 
tersof Credit Outstand- 
ing (as per contra) 

Furniture, Fixtures and 
Equipment ; 

Other Assets 


Total Assets 
Customers’ Securities 
Held for Safekeeping 
(as per contra) 
Securities on Deposit 
with Other Banks (as 
per contra) 
Foreign Exchange and 
Securities for Future 
Delivery (as per contra) 


XXXV1i 


ASSETS 
Dec. 31, 1959 
Lire 
71,758,995 ,234 


4,539,392,871 
22,408 ,066,461 


1,947,525,652 
116,108,148,449 
191,643,160,415 
,986,949,54 
109,533,143,699 
3,792,605,448 


23,751,546,099 


1 
89,490,244,887 


Dec. 31, 1958 
Lire 


56,886,979,278 


6,583,551,808 
9. “412 583,555. 


1,795,317,161 
128,725,752,715 | 
178,585,795,436 
29:235,307,632 
95,535,380,577 | 


2,369,518,545 | 


17,266,870,068 ” 


1. 
101,913,996,178 © 





- 660,959,778 ,763 


142,786,455,102 
48 208,799,793 


32,355,153,916 


628,311,052,954 
121,670,842,631 
53,379,304,765 | 


8,415,206,318 





884,310,187,574 


811,776,406,668 © 
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SR A. HAROLD BIBBY, BART., D.3S.O., D.L., LL.D. 


Deputy Chairmen 


RB. R. BOWRING, SIR JOHN M. BROCKLEBANK, BART., 
SIR JOHN N. NICHOLSON, BART, C.LE. 


Chief General Manager 
M. CONACHER 
Deputy Chief General Manager 
G. R. TARN 
Joint General Managers 
D. O. MAXWELL, E. NORMAN-BUTLER, J. A. BANKS 


_ MARTINS BANK 


Head Office: 4, WATER STREET, LIVERPOOL 2 
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| * BANCO COMERCIAL ANTIOQUEN a 


Head Office: Medellin, Colombia, South America 
with 49 Branch Offices in Colombia 


Cable address for all o ffices— Bancoquia 


Reliable and responsible commercial and finan- . 
cial information supplied by the Banco Cometcial 
Antioqueno is supported by our 47 years’ expe- 
rience in growing with. Colombia, and the com- 
lete facilities of our 50 offices located in every 
Important commercial market of the country, 








We invite your inquiries. 
Vicente Uribe Rendon, General Manager 
Capital paid-up - $34,700,000 — Pesos Colombian 
Legal reserves ° $37,700,000 — Pesos Colombiaz 
Other reserves - $ 8,500,000 -— Pesos Colombian 

















The NATIONAL BANK Limited | 


te essentially a Bank that 
specialises in an individual 
approach to finance. 7 
This means thet it can— and ; 
does — offer a service that is ; 
both personal and prompt. 


With Branches in England, Wales and ‘ 
throughout Ireland, National smn q 


is the only Bank to o = 
on both sides of the 


Authorised Capital—£7, 500,000 : 
Issued Capital—£1,500,000° | 
1,500,000 


Depostte (81.12.50) £100,287, 78 














